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Proved by more than fifteen years of successful 
Mortgage Experience 


Mortgages on many Gunnison Homes built in the 
mid-thirties are now maturing with a consistent record of 
complete satisfaction. Leading the field in manufactured homes, 
Gunnison has proved the value of a Gunnison Home as sound collateral. 
To this traditional stability Gunnison has added exciting new 
architectural designing, producing quality homes that have the 
smart styling home buyers seek today. The result is a home of 
unusual popular appeal, priced at the most active level — 
a home with ready resale value. Write for more information, 
specifications, and other details that will help you 
correctly judge the soundness of your investment. 


Zannison Homes. 
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About five hundred were there, 
and quite a number from out of 
state who traveled long distances 
to be present. They included life 
insurance company officials, a 


number from eastern savings Contents 


banks, some from national banks 





Volume 12 MAY, 1952 Number 8 





fire insurance company execu- C Can’t C VI R a B. Rol ‘ 

tives and mortgage loan corre- sovernments in ontro nterest ites DY eorge toberts 

spondents. maces Wines © Daas Op Tee Fs Blin ki cic cet endccdescuncsvcveveses 8 
The serious side of the program This Is What America Wants in a House by Albert W. Lockyer............... 14 

asted for two very busy days and ' : ' 

lasted for twe ae ae ae Sener Rey ee SE GE Ts won ches wdns cn dndcensiehessaunaees 20 

the speakers included many na- 

tionally prominent persons who A Consistent and Firm Collection Policy Does Bring Results by Del W. Cook.... 23 


reviewed the problems of mort- a a ois aah eile ba il ee etn te ah ad a od aad de ania tala ota aall 25 

gage lending rather thoroughly. ' a 

; 5 Pee Sy Ce SN Gin 6 okie cic hans edasecen webkesmeteaeewns 26 
On the social side, our Texas annual 

convention has earned the reputation POET TET TT Te PT ee ee Hone 

of guaranteeing those in attendance a 

wonderful time. Nocturnal activities 





included a cocktail party given by the : - 
title insurance companies the evening 2 MORTGAGE BANKERS ASSOCIATION OF AMERICA 
prior to the opening, a Gay Nineties ; Pe 
dinner party the following night at Pd aa 
the Marine Room complete with fancy 3 Brown L. WHATLEY Georce H. Patrerson Mitrer B. Penner 
costumes, mustaches, and typical music 2 Vice President Secretary-Treasurer General Counsel 
- those days, and a dinner dance the 2 Samuge E. Nezx Frank J. McCasez, Jr. Tuomas E. McDonatp 
final evening featuring fine food, ex- § Washington Counsel Director, Education and Research Director, Servicing and Accounting 
cellent music and no speeches. Lunch- ‘ Ginnss th Tinieen Bilin — 
eons for both ladies and men were 8 ' : Aas 
held on each of the two days of the 2 Past Presidents’ Advisory Council: Milton T. MacDonald, Jersey City, N. di R. O. 
convention. 4 Deming, Jr., Oswego, Kan.; Aksel Nielsen, meg 9 i= Cc, Thompson, Newark; uy T. O. 
‘ Cleveland; "Prederck 7, v. ~—_ Chicago; Ht 2S © Woot ML x og ~ A. + —— 
Regional “tings such as this have evelan: rederic J mp, A, alo; men ° utz, 
: pre ead en a on ~ prs eg P4 Kansas Ci , Mo.; S. M. Waters, Minneapolis A. D. Fraser, ay James W. Collins, 
‘ ; P . Salt Lake lity ; L. S. McLean, Louisville; Owen M. Murray, Dallas Ly Williams, 
ness today. While many of our prob- $ Seattle; Hiram S. Cody, Winston-Salem, N. C.; E. E. Murrey, Nashville; "2.'D . Schumacher, 
lems are national in scope, we are P Manette ies ales n » Stee Me Oe us ey 
. j , i ; p ‘ ‘ ional Vice Presidents: egion rt organ, ton; jam 
pone can Pee ely Baye: Leg bm 3 King,. 5, Wahiaion, 7 C.; » ion 3, D. A _ %,-12 Region a4 Walter Gehrke, 
- 7 - troit ; egion ose wns, Columbus 0; rezevant, 
wide gatherings afford the opportunity 3 Memphis; ee 7, oogn s C. Nelson, Minneapolis; Region Andrew S. Love, St. Louis; 
to get together and find the answers. 2 Region 9, W. Ross Johnston, Oklahoma City; Region 0, ohn F. Austin, Jr., Houston; 
We in Texas also believe our meetings ; Region 11, Franklin W. White, Portland, Oregon; Region 12, id F. Whittle, Los Angeles. 
have d ‘ h Soontitent nf , Members of the Board of Goperages ~ y Teome Ending 1952: Harry C. Peiker, New 
lave done much to familiarize execu- York; C. Armel Nutter, Camden, J.; de W. Kistler, Miami; Edward F. Lambrecht, 
tives of institutions all over the coun- Detroit; Jack D. Merriman, Kansas Nowy’ ie Homer C. Bastian, Wichita; Allyn R. Cline, 
ouston. 


try with the wide opportunities for 


investment in our State. Members of the Board of Governors for Terms pot Wha 1953: ~~ Ie Vollmar, ne 


nati; A. H. Cadwallader, Jr., San Antonio; Frank ashington, D. C.; John C. Hall, 
Birmingham ; Ferd Kramer, Chicago; Norman H. Nelson, St. Paul; Reis E. Bruneau, 


When it was time for good-byes one 
Phoenix. 


continually heard visitors saying they Members of the Board of Governors for Terms Ending 1954: E. R. Haley, Des Moines; 

had a grand time and hoped to be Howard B. Moffitt, Oklahoma City; Joseph M. Miller, New Orleans; Lindell Peterson: 

back next year. ; Chicago; H. Duff Vilm, Indianapolis; Walter A. Scott, Pittsburgh; Rohland H. Thomssen, 
t. 


Members of the Board of Governors for Terms nding 1955: Thomas E. Lovejoy, J» 
v7 aK: z L : New York; Fred C. Smith, New York; Maurice R. y= Philadelphia; Oliver M. 
ee none. D. C.; Howard S. Bissell, Civcined t onol F. Hedlund, Seattle; Wil- 
liam A. M , San Francisco. 
deuiiee Gevernces at Large: Fe ay 1, Robert C. Nordblom, Boston; Region 2, T. T. 
Hyde, III, Richmond; Region 3, Robert Tharpe, Atlanta; Region 4, Warren Stringer, Mil- 
waukee; Region 5, Jay fF. Zook, Cleveland; Region 6, C. A. Legendre, New Orleans; 
Region 7, Robert P. McCampbell, Omaha; Region 8, W. C. Rainford, Granite City, Illinois; 
Region 9, W. Braxton Ross, Denver; Region 10, F. L. Flynn, Harlingen, Texas; Region 11, 
Lowell M. Baker, Spokane; and Region 12, Alex Whittle, Los Angeles. 


President, Mortgage Bankers 
Association of America 

















Here’s proof of National Homes public 
acceptance . . . crowds standing in line at 
dealers’ open houses. National Homes fill 
a realistic need for a durable, modern 
house at a reasonable price. That’s why 
Nationals being financed today will be sound 


income producers for years. 








“National Homes prefabricated panels and 
structural parts are commended by Par- 
ents’ Magazine as advertised therein.” 
And recommended by over 37,000 de- 
lighted owners. 
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Faster 
Title Guarantee Service 


for your mortgages in 





LLI 


Chicago Title and Trust Company, 











through conveniently located regional offices, 
agents and representatives throughout the state, 
issues Title Guarantee Policies promptly, 


right where the property is located. 








You can protect your Illinois mortgages against title defects 
quickly and easily and confidently . . . with A Title Guarantee 
Policy by Chicago Title and Trust Company. Each policy issued, 
anywhere in Illinois, is backed by 105 years of business experience, 
and an exceptionally strong financial position. 

Our own officers staff the five regional offices listed below. 
These men have the experience and authority to make decisions 
on all matters which come up in their districts. Their sound judg- 
ment and prompt action can often save real estate deals which 
otherwise might fail. 


Reinsurance is also available through local companies in other states 


CHICAGO TITLE ann TRUST COMPANY 


111 W. Washington Street * Chicago 2, Illinois 


111 N. Court Street 409 E. Adams Street 23 W. Main Street 112 Hillsboro Avenue 217 S. Park Street 
Rockford Springfield Danville Edwardsville Decatur 
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There is A 
Great Difference 


-_— is a great difference 


between this Diaper Dick 
and a real Sherlock Holmes. 


Fundamental differences also exist 
among insurance companies... 
Differences which can be 
described in terms of strength, 
character and reputation. 


Lawyers Title Insurance Corporation 
of Richmond, Virginia, is 
outstanding in amount and character 
of assets available for protection 

of policyholders. No other 

title insurance company offers 

so much in financial strength 

and national reputation. 


(Upon request, condensed balance sheet 


will be gladly furnished) 


( Virginia ) 


lawyers Title [nsurance (Orporation 
Operating in Now York Stale 2s (Virginia) Lawyers Title Sas 
Home Office ~ Richmond Virginia 


TITLES INSURED THROUGHOUT 32 STATES, THE DISTRICT OF COLUMBIA AND THE ISLAND OF PUERTO 
RICO. BRANCH OFFICES AT ATLANTA, AUGUSTA, BIRMINGHAM, CAMDEN, CINCINNATI, CLEVELAND, 
COLUMBUS, DALLAS, DAYTON, DETROIT, MIAMI, NEWARK, NEW ORLEANS, NEW YORK, 
PITTSBURGH, RICHMOND, SPRINGFIELD, ILL., WASHINGTON, WILMINGTON, WINSTON- 
SALEM, WINTER HAVEN. REPRESENTED BY LOCAL TITLE COMPANIES IN 125 OTHER CITIES. 
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(GOVERNMENTS CAN’T 
CONTROL INTEREST RATES 


Who says they can’t? One government did it pretty successfully for some time 
now, you may say. But take a look with Mr. Roberts at what has happened to 
interest rates all over the world and see how valid the cheap money policy is 


NTEREST rates are firming. That 

fact can be seen in the commercial 
bank prime lending rate, in the mar- 
ket prices of government and other 
high grade bonds, 
in the mortgage 
market, and re- 
cently in the lift- 
ing of the savings 
bank rate to 2'% 
per cent. 

To fully appre- 
ciate the signifi- 
cance of these 
developments we 
must relate them 
to what has been happening to inter- 
est rates the world over. What has 
been taking place is basic and far 
reaching—a returning recognition of 
the role of interest rates and credit 
policy in the economy. 

When the Bank of England last No- 
vember raised its discount rate from 
2 to 2% per cent, in conjunction with 
certain other steps to tighten money, 
it signaled the end of an era of mone- 
tary philosophy. The London Econo- 


mist said: 





George B. Roberts 


“Very wisely, the new Chancellor 
has lost no time in enlisting, for his 
attack upon inflation, the almost for- 
gotten technique of orthodox mone- 
tary policy. He has raised Bank rate 
—a rate kept unchanged and wholly 
ineffective for so long that it had 


All over the world governments and people are 
learning the hard way that official fiat 
can't control interest rates, for long 
anyway. Cheap money, for us, was an 
outgrowth of the depression. Before 
that we had some different ideas and 
again we're learning, as other peoples 
have in other corners of the globe, that 
the law of supply and demand hasn't 
been repealed. Sooner or later people 
decide that inflation is too high a price 


By GEORGE B. ROBERTS 


Vice President, National City Bank of New York 


come to be regarded by some people 
as a kind of museum exhibit from an 
obsolete system.” 

That British action was only one of 
a series of steps in different countries 
indicating a change in the thinking 
about interest rates and credit policy. 
Our own Federal Reserve action last 
March, in unpegging the government 
bond market, was an earlier step of 
great importance. But the falling in 
line by the Bank of England—one of 
the last of the important hold-outs 
for cheap money—came as the cul- 
minating evidence of the trend back 
towards monetary orthodoxy. It 
marked the end of the era of faith in 
the doctrine of cheap money as—like 
the old patent medicines always 
good for what ails you. 

This cheap money cult was, like 
many other new theories, an out- 
growth of the depression. Before that 
time, no one questioned the idea of 
fluctuating interest rates. People ex- 
pected interest rates to rise, as a mat- 
ter of course, in boom times and to 
fall in times of depression. The suc- 


oO 
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ments 
tell in this corner the story which Mr. 
Roberts tells better bere, as he did at 
the ABA Savings and Mortgage Con- 
ference in New York—the story of 
why our cheap money policy failed as 
it has just about everywhere on the 
planet. And in many parts of the 
world people have seen the fallacy. 


cessful operation for so many years 
of the old international gold standard 
depended on interest rate flexibility; 
the Bank of England managed the 
system very largely by raising or low- 
ering its discount rate. 

The long and difficult years of the 
depression, however, left their imprint 
upon monetary thinking. Not content 
with the natural easing of money to 
promote economic recovery, Keynes 
and his followers were preaching ag- 
gressive pursuit of cheap money poli- 
cies by the central banks, along with 
pump-priming expenditures by gov- 
ernment. Then, before we were well 
out of the woods of the depression, 
World War II was upon us, with its 
emphasis upon low interest rates for 
war financing. 

Thus, by the time the war ended, 
this and other countries had expe- 
rienced almost fifteen years of con- 
tinuously cheap money. A new gener- 
ation grew up accustomed to thinking 
of low interest rates as part of the 
normal state of affairs. Cheap money 
was extolled, not merely as a cure for 


to pay for -_ money and that a galloping cost 
f lit 


mg is worse than seeing govern- 
ecline below par. No use to 
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depression, but as a bless- 
ing to be enjoyed in all 
times, good as well as 
bad. As indicated by The 
Economist, many people 
began to regard the discount rate as 
little more than an interesting relic 
of a bygone age. 





This, then, was the dominant mone- 
tary philosophy of the early postwar 
years. 

But there were, even then, some ex- 
ceptions. Dr. Per Jacobsson, econo- 
mist for the Bank For International 
Settlements, gave an illuminating re- 
view of European postwar credit poli- 
cies at the International Credit 
Conference at Rome last fall. Both 
Switzerland and Belgium have pur- 
sued flexible interest rate policies since 
the war. While the discount rate of 
the Swiss National Bank remained un- 
changed, reflecting the extreme li- 
quidity of the commercial banks, the 
long term interest rate was allowed 
to fluctuate. In Belgium, the mone- 
tary authorities have taken prompt ac- 
tion to raise the discount rate when- 
necessary. This, in conjunction 
with the stiff bank reserve require- 
ments imposed just after the close of 


evel 


the war, has been an effective brake 
on inflation, Both countries have been 
leaders in European recovery. While 
it is sometimes argued that these two 
countries were in a favored position, 
in that Switzerland was a neutral dur- 
ing the and Belgium suffered 
damage than some other 
countries, it should be noted that Swe- 
a neutral and suffered 
no war damage. Yet Sweden, which 
followed the cheap money philosophy 
and laxer credit policies than the other 
two, lost most of her gold and foreign 
exchange reserves. Thus, as Dr. Ja- 
cobsson comments, it would appear to 
have been less the basic advantages, 
and more the policies pursued, that 
determined the experience of the three 
countries. 


wal 
less war 


den was also 


Gradually faith in the cheap money 
gospel began to wane. Already in 
1947 there were departures from the 
“party line.” 

In the autumn of that year, Italy 
instituted a program of financial re- 
construction, involving a higher dis- 
rate along with other credit 
restrictions. Long term interest rates 
were permitted to find their own level, 
going as high as 7 to 8 per cent. 
Thanks to these and other measures, 
inflation was arrested and prices even 


count 
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brought down somewhat. All this was 
notwithstanding the necessity of the 
Treasury to finance a substantial bud- 
get deficit. 

In the autumn of 1947, the Bank 
of France increased its discount rate 
in conjunction with other restrictive 
credit measures. This was followed by 
still firmer measures the ensuing year. 
There, as in Italy, the long term in- 
terest rate rose to around 7 per cent. 


— __ 


"Some folks got burned rather 
badly going on the theory that 
the government wouldn't ‘allow’ 
its bonds to go below par. Now 
we bear it said that the govern- 
ment won't ‘allow’ its bonds to 
go below 95 or 90 or some other 
figure that may be in mind. I 
have no doubt that when the 
British government in 1946 
brought out the ‘Dalton’ 2V,s— 
so-called after the former So- 
cialist Chancellor of the Ex- 
chequer—many who bought 
them believed the government 
would not ‘allow’ Boa to de- 
cline seriously. Yet today they 
are selling in the 60s. I am not 
predicting that U.S. Treasury 
bonds will go below 95 or 90, 
much less decline into the 60s. 
My point is simply that these 
things can happen despite gov- 
ernment wishes ... it is all a 
question of public confidence, of 
the amount of savings and of 
the relation of savings to the 
need for capital.” 


—George B. Roberts 
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It was likewise in the autumn of 
1947 that the British financial authori- 
ties abandoned the attempt to keep 
the long term interest rate at 2 per 
cent. While allowing the long rate to 
fluctuate, they continued to peg the 
short term rate at low levels. In this 
respect, the British policy differed 
from that followed until recently in 
this country, which was to permit the 
short rate to rise, but to peg the long. 

In Sweden, there was growing con- 
troversy during 1948 over the govern- 
ment’s policy of supporting its own 
bonds through Riksbank purchases. 
The policy was opposed by the Riks- 
bank’s governor, who eventually re- 
signed in protest. It was not, however, 
until July 1950—after Korea—that 
the policy was modified. 

It remained for the outburst of in- 


The 


flation following Korea to speed the 
movement towards higher interest 
rates. The inflationary process gen- 
erated pressures making it more and 
more difficult to hold interest rates in 
check. Like King Canute of old, the 
money managers found themselves 
dealing with tides beyond their pow- 
ers to command. 

For, in the first place, inflation eats 
up capital. With inflation, it takes 
more money to finance current busi- 
ness and capital improvements. The 
saved dollar, or pound sterling, or 
franc no longer buys what it used to. 
This consumption of capital tends to 
express itself in higher interest rates. 

Secondly, inflation artificially multi- 
plies demand, creating powerful up- 
ward thrusts on interest rates — the 
price of money — just as it does on 
wages and commodity prices. 

Thus one country after 
another discovered the 
impracticability of trying 
to contain these tremend- 
ous forces while at the 
same time feeding inflation with con- 
tinuous doses of credit in the effort to 
hold down interest rates. They found 
themselves having to choose whether 
to allow credit inflation to proceed 
full blast and keep money cheap, or 
to apply some measure of credit re- 
straint and see interest rates rise. 

The answer came in such actions 
as the Bank of England’s discount rate 
rise and our own unpegging of gov- 
ernment bonds. Altogether, as far as 
I have been able to learn, sixteen 
countries increased their official dis- 
count rates after Korea. They are 
Britain, Belgium, France, Germany, 
Austria, The Netherlands, Denmark, 
Sweden, Finland, Chile, Bolivia, India, 
South Africa, Japan, Canada, and the 
United States. Three countries—Den- 
mark, The Netherlands, and France— 
increased their rates twice. Subse- 
quently, Belgium, The Netherlands, 
and Finland were able to post reduc- 
tions as inflationary pressures eased 
in the latter part of 1951 and early 
in 1952. This is in accord with the 
principle of rate flexibility—to raise 
rates promptly when restraint is de- 
sirable and to lower them as promptly 
when the need for restraint passes. 

Along with the trend towards 
higher discount rates have come fur- 
ther adjustments in long term rates 
in many countries. In England, the 
British Government 242 per cent 
bonds are now selling close to 60 to 
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yield over 4 per cent, 
against prices at par dur- 
ing the peak of the cheap 
money drive shortly after 
the close of the war. In 
Canada, the long term government 
bond market, which was first per- 
mitted by the Bank of Canada to 
break par in December 1950, has 
been allowed to decline intermittently 
ever since. Now the 3s of 1966 are 
selling under 95. In Australia last 
summer, the rate offered on govern- 
ment bonds was advanced from 3% 
te 334 per cent. In both Australia 
and New Zealand, prices of outstand- 
ing government bonds have been un- 
pegged, and representative issues have 
dropped from 5 to 10 points. 

Clearly, those who disparaged the 
policy of flexible interest, rates in cop- 
ing with economic fluctuations were 
in the wrong. Those countries which 
have permitted interest rates to rise 
have not done so in deference to 
mere theory, but because as a practi- 
cal matter they found other means 
inadequate for dealing with inflation- 
ary pressures. 





This is not to say that reliance can 
or should be placed wholly on flexible 
interest rates. Direct limitations upon 
credit volume, voluntary credit re- 
straint on the part of lending institu- 
tions, and non-monetary controls such 
as rationing and price and wage reg- 
ulations may all play a part. What 
has been demonstrated both here and 
abroad is that, in a strong inflationary 
environment, these methods are not 
enough. Except when supplemented 
by policies permitting changes in in- 
terest rates, they leave a wide-open 
hole in the inflation defenses. The 
control of inflation and the pegging 
of interest rates at low levels simply 
do not mix. 

Why is this so? 

First, there is the role that interest 
rates play in influencing savings and 
investments. It is true that some eco- 
nomists minimize this role so far as 
savings are concerned. They contend 
that people save for other reasons; 
that they are neither encouraged to 
save more by rising interest rates, nor 
discouraged by falling rates; that, in- 
deed, a lower rate may even tend to 
increase some kinds of savings, such 
as life insurance where, with lower 
rates, people have to buy more insur- 
ance to gain the same protection. 

Personally, I can’t accept this view 
of interest rates and savings. While 
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one would naturally not expect great 
effects from small changes in interest 
rates, it seems axiomatic that the 
greater the interest inducement to 
save, the more people will think it 
worthwhile to save rather than to 
spend. The relatively rapid growth of 
savings and loan associations, and 
likewise the attraction of deposits to 
savings banks paying more interest are 
indications that people are conscious 
of rates. In Europe, interest rates 
ee 
“The government can keep in- 
terest rates artificially low oe a 
time by pumping out central 
bank credit and inflating the 
money supply. But there are 
limits to this, for two reasons: 
(1) because, as inflation gains 
headway, it takes bigger and big- 
ger doses of central bank credit 
to keep interest rates from rising 
along with everything else; and 
(2) because sooner or later peo- 
ple decide that inflation is too 
high a price to pay for cheap 
money, and that a galloping cost 
of living is worse than seeing 
governments decline below par. 
What has happened to interest 
rates is just one more example 
of the force of economic law, 
requiring obedience, despite the 
efforts of men and governments 
to oppose it.” 
—George B. Roberts 


et ee 


ranging as high as 6, 7, and 8 per 
cent, as they are now in some coun- 
tries, are surely more likely to encour- 
age the saving needed to repair capital 
deficiencies than if rates were held 
down artificially to, say, 3, 4, and 5 
per cent. 

Besides this direct effect of interest 
rates on savings, there is an indirect 
effect which Dr. Jacobsson suggests. 
This is that an increase in interest 
rates denoted a determination to de- 
fend the currency by offering resist- 
ance to inflation. This, as he says, is 
a psychological factor of no mean 
significance, especially in Europe 
where people have seen the value of 
their money savings utterly destroyed 
by inflation. It could become im- 
portant here, too, considering what 
inflation has already done to the value 
of the dollar in hardly more than a 
decade. 

As for the effect of the interest rate 
on investments, there is, of course, 
more general agreement. Most every 
one recognizes it to be a factor of im- 
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portance in home construction, busi- 
ness capital outlays, etc. 

But it is not so much the higher 
interest rates themselves that count 
in restraining credit expansion as it 
is the underlying money conditions 
which such higher rates reflect. One 
often hears it said that a difference of 
a fraction of a per cent, or even of a 
full per cent, in interest rates will not 
deter much borrowing when business 
men and entrepreneurs believe the 
money can be used at a profit. No 
doubt there is much truth in this. 
What does make a difference is not so 
much the higher rates, but the fact— 
reflected in the rates—that money is 
harder to get. 

This last is the real ker- 
nel of the nut. So long 
as lenders find their re- 
sources constantly re- 
plenished by a flow of 
central bank credit pumped out for 
the purpose of keeping money cheap, 
they have little incentive to refrain 
from an expansive lending policy. But 
when access to central bank credit is 
tightened up, lenders tend to become 
more “choosey.” In this way, policies 
involving only moderate increases in 
interest rates can be relatively power- 
ful in curbing credit expansion, and 
hence inflation. 

We have seen how this worked out 
in this country following abandon- 
ment of price pegs on government 
bonds last spring. Not only did the 
ensuing market declines mean an up- 
ward adjustment of interest costs gen- 
erally, but—more important—it cut 
down the availability of money, as 
banks and other institutional lenders 
found that meeting new demands in- 
volved selling government bonds at a 





loss. 

Similarly, in London the effective- 
ness of the firmer money policy is 
expected to lie not so much in the 
higher Bank rate—itself hardly more 
than a gesture—as in two collateral 
moves to limit credit availability. One 
was the discontinuance by the Bank 
of England of its pegged buying rate 
of Y per cent for Treasury bills, a 
practice which had given the market 
an almost unlimited access to central 
bank credit to meet larger loan de- 
mands. The discontinuance of this 
peg was analogous to the similar ac- 
tion by our Federal Reserve in un- 
pegging U. S. Treasury bonds, and 
was taken for the same purpose of 

(Continued page 13) 








most significant de- 


(> of the 


velo yprments of the past yeal has 
been the emergence of savings as a dy- 
namic factor in our national economy 

Most discussions 
of the 


outlook early last 


, 


business 


year emphasized perately tight 


~ > ) . » 
the great arma-_ Prices Phe 
sale commodity 


ment program. 


Government lined. 


spending on a used to call the 


huge scale, short- 





materials Past year. 


ages ol 
needed for de- 
and full em- 


all calculated to bring 


Elliott V. Bell 


fense, 

ployment were have been 
about a further rise in prices. 
boom. 


That was the well-nigh universal 


but what happened to 
general 
prices 
Consumer prices 
cost of living—have 


Since early last spring, in the face 
of enormous inflationary pressures, we 
witnessing an 
recession within a 
While armament plants have 


phenomenon — a 


That's what we've had for nearly a year, all because people suddenly 
decided to save their extra income rather than spend it and they are 
still doing just that at a phenomenal rate. It has been a drag on 
business but it could work the other way around a little later on 


By ELLIOTT V. BELL 

because of anything else the govern- 

level of whole- ment has done. 

actually de- 
what we 


Primarily, it has been because the 
American people decided last year not 


to spend their extra income, but to 


shown only a negligible rise in the save it. 


At today’s high level of personal 
incomes, changes in the decisions of 
people a very 
sharp impact on business. 


: to spend or save have 
economic 


In the first quarter of 1951, the 


opimon 


We had military spending, all right, 
rising to a rate of $35 billion a year, 
had record-breaking business 
plant and equip- 
Steel, aluminum, copper, and 
other basic raw 


and we 
spending for new 
ment. 
materials were des- 


been humming and national income 
has been soaring, many lines of busi- 
ness have been in the doldrums. The 
feared upsurge of prices, 
wages, and costs has either not ap- 
peared or been moderate in scope. 
Why has this happened? It hasn’t 
been because of OPS. It hasn’t been 


generally 


American people were saving about 4 
per cent of the income they had left 
after taxes. This meant they were 
saving at the rate of $8% billion a 
year. By the last quarter of the year, 
they had raised the level of saving to 
10 per cent. At the same time, in- 
comes were rising so they were ac- 





No one knows exactly why for the past year the 
American people have been saving their money 
like they have never done before. In the first quar- 
ter of 1951 they were saving about 4 per cent of 
their income after taxes but in the last quarter of 
1951 they stepped that up to 10 per cent. That 
means that a year ago they were socking it away 
at an annual rate of about $81/, billion ‘and have 
now increased that to $23 billion, since incomes 
have risen in the meantime. 

No one knows exactly why this has happened 
but a hundred and one contributing reasons could 
be cited, all of them probably valid. But regard- 
less of why, many lines of business have felt the 
trend keenly and in some of them real recession 
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has existed. For one thing, as Mr. Bell points out, 
the American standard of living today is so high 
that at least 40 per cent is post ponable—that is, 
made up of things that we can go without for a 
shorter or longer period. 

Mr. Bell is editor and publisher of Business 
Week and was formerly New York State super- 
intendent of banks. He analyzes this significant 
trend in our economy as well as some other recent 
developments in the lending field. Taxing the 
mutual institutions, he told > k ABA Savings and 
Mortgage Conference, was “a piece of monumental 
stu iSiy on the part of congress, worthy of the 
present ‘tax-hap py federal administration.” This 
is the partial text of his address at the Conference. 
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tually laying aside savings at the tre- 
mendous annual rate of $23 billion. 

Just think what that meant in its 
impact on business. It meant that 
consumers were holding back their 
spending at a $14 billion clip. That 
shift from spending to saving was 
equal to 7 per cent of all consumer 
outlays. 

Small wonder the textile business 
and the television business had some 
rough going. 

This re-emergence of savings as a 
decisive factor in the economy is all 
the more noteworthy when set against 
the background of recent years. 

The present era has been rightly 
called the Age of Inflation. There is 
no currency anywhere in the world 
that has not depreciated at least 40 
per cent in purchasing power during 
the past dozen years. In most cases, 
the loss of value has been much 
greater; and in some, it runs to nearly 
100 per cent. 

During all this time, the thrifty 
man or woman who has put money 
into a savings bank or a government 
bond has had a negative return; that 
is, the interest earned on the money 
has been less than the loss in value 
of the principal. 

Actually, every saver or investor 
who has made less than 5% per cent 
compound interest on his money these 
past twelve years has suffered a nega- 
tive return. 

This is hardly the sort of experi- 
ence to promote thrift. What, then, 


persuaded the American people to 
save so much money last year? The 
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answer is fairly complex. In the first 
place, not all of the billions of dollars 
saved by individuals last year went 
into savings institutions or investments. 
A large part went to pay off debt. 
Here is one form of savings that has 
always proved rewarding in good 
times and bad. 

The farmer who uses part of his 
income in times of high prices to re- 
duce the mortgage on the farm is 
making no mistake, no matter what 
happens to the dollar. 


Faith in the Dollar 


Similarly, the home owner has 
found that thrift pays off even in an 
age of inflation. The man and wife 
who bought a home before the war 
and financed it with a modern direct 
reduction type of mortgage should 
now be sitting pretty. They own their 
home outright—or soon will—and the 
chances are it has a market value to- 
day anywhere from one and a half to 
two times what they paid for it. 

As for those who saved in such large 
amounts last year, it must be pre- 
sumed that most of them don’t expect 
the dollar to keep on losing value at 
a rate of over 5 per cent per annum. 
Whether or not that is an optimistic 
hope for the future, last year’s expe- 
rience shows that inflation can be 
halted by savings. 

The sharp increase in savings in 
1951 had a multiplied effect in damp- 
ing down the fires of inflation. Faced 
with a slowdown of consumer buying, 
retailers began a liquidation of inven- 
tories amounting between May and 
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December of last year to $2.3 billion, 
or 11 per cent. This action, in turn, 
brought a slowdown in consumer 
goods manufacturing, thereby lessen- 
ing the pressure on the economy for 
both labor and materials. 

The higher savings of the American 
people is the main reason why the 
expected shortages in many lines of 
consumer goods failed to show up. 
The leveling out in the rise of the 
cost of living had a moderating effect 
on labor’s demands for higher pay, 
and here again inflationary pressure 
was relieved. 

The fact that the people of this 
country were able to set aside so 
much of their income instead of 
spending it is a matter of some long 
range significance. It means that the 
level of personal incomes is now such 
that a large part of the population 
can cut back on spending, at will, 
without suffering hardship. The Amer- 
ican standard of living is today so high 
that at least 40 per cent of it is post- 
ponable; that is, made up of things 
that we can go without for a shorter 
or longer period. 

Actually, there was no great sacri- 
fice of living standards in last year’s 
big saving spree. Consumer incomes 
rose so fast that it was possible to 
increase savings without reducing con- 
sumption expenditures. What people 
did was not to cut down on past levels 
of spending but to save the increase 
in their spendable incomes. 

This flexibility in the spending and 
saving activities of large numbers of 
people is something new in the world. 
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There has never before been a nation 
where the bulk of the people have 
been so far above a subsistence level 
that they can, voluntarily, make shifts 
of 5 or 6 per cent in the disposition 


of their incomes, without hardship. 


This new situation means that sav- 
ings today have a far greater power 
than ever before to act as either a 
stabilizing or an unsettling influence 
When savings amounted to no more 
than 3 or 4 per cent of incomes, 
changes in savings habits did not 
greatly affect the economy. But with 
savings equal to 10 per cent of in- 
come, the situation is quite different. 
\ sudden drop now to, say, 5 per cent 
could give a terrific stimulus to busi- 
ness, just as the jump in savings this 
past year exerted a big drag on busi- 


ness 


The growing importance of savings 
has been accompanied by an increas- 
ingly keen competition for savings ac- 
counts. This has helped stimulate a 
general advance in interest rates cul- 
minating in the recent action of the 
Banking Board of New York in raising 
the interest ceiling on savings and 
thrift deposits from 2 per cent to 24 
per cent. 

This was the first occasion in the 
twenty-vear history of the Board that 
rates had been lifted. Up to this time, 
interest rate regulation by both the 
federal authorities and the New York 
Board had gone in only one direc- 
tion——down. But there had been no 
change in fifteen vears. 

For a good many years after the 
banking crisis of the early thirties, 
savings depositors and shareholders 
paid little attention to the rate of 
dividend paid them. Safety and con- 
venience were the two most important 
considerations. Up until about the 
end of World War II, the most im- 
portant single factor in attracting 
business to a savings institution was 
its location. Given a good location, 
the rate of dividend paid seemed to 
matter very little. 


Similarly, commercial banks were 
able to attract and hold a large vol- 
ume of so-called thrift accounts even 
though they paid, as a rule, substan- 
tially less than nearby savings banks 
and savings and loan associations. 

Gradually that situation changed. 
During the war, full employment, 
high wages, and a shortage of things 
to buy resulted in an abnormally high 
rate of savings—as high as one-fourth 
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of income. The accumulation of large 
savings made people interested in what 
these savings could earn for them. 
The War Bond drives with their em- 
phasis on rate heightened this desire 
for a better return. Savings institu- 
tions, particularly the federal savings 
and loan associations, began to give 
greater and greater stress to rates of 
interest in their advertising. Savings 
bank dividend rates, which had mostly 
been 1% per cent, began an upward 
movement in 1947; and within the 
next three or four years, nearly all 
savings banks raised their rates to 
the maximum permitted by Banking 
Board regulations. 


That was the situation last year 
when several developments brought 
the interest rate question once more 
to the fore. First there was the cumu- 
lative effect on savings bank earnings 
of the shifting out of government se- 
curities and into higher yielding mort- 
gages, a process that had been going 
on for several years. At the end of 
1947, mortgage loans made up only 
28 per cent of the earning assets of 
savings banks in New York State. By 
the end of 1951, that proportion had 
increased to 47 per cent. The low 
point in holdings of mortgage invest- 
ments was also the low point in earn- 
ings of the savings banks. With the 
rise in the mortgage portfolio average 
earnings have been creeping steadily 
up, making possible additions to sur- 
plus and opening up the prospect of 
higher dividends. 


The Plug Is Pulled 


Next came the action of the Fed- 
eral Reserve Board in unpegging the 
government bond market a year ago. 
The resultant readjustments set in 
motion a rising trend of bond and 
mortgage yields. Money became 
scarcer, and the competition for de- 
posits became keener. 

There then developed a movement 
among the commercial banks to raise 
rates on special interest accounts to 
the 2 per cent level. For many years, 
it had been the accepted practice for 
savings bank rates to be higher than 
commercial bank thrift account rates, 
just as savings and loan rates were 
higher than savings bank dividends. 

In recent years, however, there have 
been signs of growing discontent 
among the commercial bankers over 
this relationship. Commercial banks 
in New York state have experienced 
a considerably slower rate of growth 
in recent years than have savings in- 
stitutions, and earnings have been un- 
satisfactory for a long time. 

Among the larger commercial banks 
in the big cities there has been an 
awakening of interest in “the little 
fellow,” accompanied by drives for 
small accounts, opening or acquisition 
by merger of numerous neighborhood 
branches, and increased emphasis on 
what is sometimes called department 
store banking. This, of course, brings 
the commercial bank into keener com- 
petition for the type of money savings 
banks are also seeking. 





at ae me ile MAREE 
Hid | 





HOME OFFICE BUILDING, MIAMI, FLORIDA 


@ Back of the title insurance 
protecting your real estate mort- 
gage investment are the intan- 
gible benefits of service, man- 
agement and experience. 


The reputation of the American 
Title and Insurance Company 
has been earned through mak- 
ing these intangibles very real 
parts of every policy. 
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A final and decisive event was the 
action of Congress last year in making 
undistributed earnings of savings in- 
stitutions subject, for the first time, to 
federal income tax at the rate of 52 
per cent. 

This, in my estimation, was a piece 
of monumental stupidity on the part 
of Congress, worthy of the present 
tax-happy federal administration. 

Savings banks and savings and loan 
associations are nonprofit, mutual in- 
stitutions, with a long and useful his- 
tory in our country of encouraging 
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“Every saver or investor who has made less than 5‘ 
per cent compound interest on his money these past 
12 years has suffered a negative return.’ "__Bell 


little people to save, to become inde- 
pendent, to get ahead in life. 

Che earnings not paid out in divi- 
surplus and 
savings 


It seems to me 


dends are used to increase 


reserves sO as to protect the 
in these institutions. 
altogether inappropriate, even in these 
to tax the earnings of these in- 


stitutions at the 2 per 


times, 
savage rate of 5 
cent. 

rhe experience of the banking crisis 
of the thirties that 12 per 
cent in surplus accounts is none too 


showed 


much to meet the emergencies of hard 
times. I am not convinced that pro- 


viding for hard times is an obsolete 
precaution. 

Moreover, the tax will work in a 
wholly unsound and unfair way. Those 
established institutions that by good 
management and hard work have ac- 
cumulated surplus, undivided profits, 
and reserves of 12 per cent will have 
to pay a 52 per cent tax on all future 
after dividends. Other in- 

younger, or perhaps less 
that have smaller sur- 


earnings 
stitutions, 
well managed, 
pluses will be tempted by the law to 
and 
accumulation of 


maximum dividends 
avoid the 
sufficient surplus to make them sub- 
Thus the law puts a pen- 


stronger and better man- 


pay out 


forever 


ject to tax. 
alty on the 
aged banks and a premium upon less 
sound practices. 

Among the eager advocates of the 
tax were bankers 
who believed that their competitive 


some commercial 
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Beverly Hills 


position would be improved if savings 
institutions were subjected to the fed- 
corporate income tax. To my 
thinking, this was a short- 
sighted view. In New York that at- 
titude has boomeranged, for the new 
52 per cent undistributed 
earnings of savings institutions greatly 
strengthened the case of the savings 
banks for a higher ceiling on dividend 


eral 
way of 


tax on 


rates. 
The tax factor clinched the argu- 
ment. The facts were that nearly all 


of the savings banks of the state were 
in a position to pay higher dividends. 
A refusal by the Banking Board to 
raise the ceiling would have been 
tantamount to drawing a huge draft 
for millions of dollars upon the sav- 
ings of many thrifty people in favor 
of the U. S. Treasury. By allowing 
some of that money to be paid out in 
dividends, it will be taxed to the de- 
positors, as it should be, at rates ap- 
propriate to their income, and not 
at 52 per cent. 

I recognize, nevertheless, that the 
raising of the dividend ceiling has 
opened the way for a further round 
of strenuous competition, based on 
interest rates. Some commercial bank- 
ers seemed to feel that this danger 
was so great that the Banking Board 
ought not to have changed its regula- 
tion. We must trust the banking com- 
munity to handle the increased free- 
dom and responsibility involved in 


this move. One reason why I favored 
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a change was because the old 2 per 
cent figure had ceased, as a practical 
matter, to be a ceiling and had be- 
come the effective rate. I felt the 
Board should try, as far as possible, 
to avoid fixing rates but rather should 
establish a ceiling beneath which the 
banks could adopt varying rates. 

Finally, I felt that if our banking 
community could not be trusted with 
half a per cent leeway on interest 
rates without plunging into an orgy of 
unsound and destructive competition, 
then, indeed, the days of the free 
banking system were surely numbered. 

We ought all to have learned a les- 
son from the experiences of the twen- 
ties when competition among banks to 
pay high rates of interest led bankers 
to reach out for higher yielding, more 
risky loans and investments. If there 
develops a tendency to repeat that 
experience, it is to be hoped that the 
banking authorities will check it 
sharply. 

The current year may be such a 
time of temptation for thrift institu- 
tions. It promises to be a year of high 
aggregate savings. Government de- 
fense spending, in spite of the new 
stretchout, is scheduled to rise by $24 
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billion to an annual rate of $60 bil- 
lion. Expenditure plans of American 
industry for plant and equipment this 
year add up to a record-breaking $21 
billion. These factors alone insure a 
high and rising level of income. Pro- 
duction, employment, and national in- 
come are almost certain to set new 
records in 1952. But will it be a year 
that brings a renewal of the great 
price rise that was set off by Korea? 
Will the danger of inflation return to 
threaten economy and 
tional safety? 

The answer will not be given by 
the price controllers, tax collectors, 
and regulators of the Washington bu- 
reaucracy. It will depend on whether 
our people continue or relax the re- 
markable savings achievement of the 
past twelve months. 


our our Nna- 


GOVERNMENTS CAN’T 
CONTROL 

(Continued from page 7) 
enabling the central bank to regain 
control over its own operations. The 
other move was the funding of one 
billion pounds of British Treasury bills 
into one-, two-, and three-year Treas- 
ury bonds. This has the effect of 
bringing the ratio of very short term, 
highly liquid paper in the portfolios 
of the banks down close to the 30 per 
cent minimum of total assets estab- 
lished by British banking tradition. 
Since the British bankers regard this 
30 per cent very seriously, it means 
that further expansion of credit will 
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"So long as lenders find their resources con- 
stantly replenished by central bank credit they 
have little incentive to refrain from an expan- 
sive lending policy.”—Roberts 


have to be met more and more by 
bank selling of long term investments, 
probably at a loss. This automatically 


puts a brake on new lending. 


In like manner in other markets, we 
see the reflection in interest rates of 
great attack the root 
cause of inflation, which is too much 
money. 


readiness to 


Well, you may ask, of what prac-.. 
tical value is all this in our lending 
and investing operations? 

I suggest that it is of great value 
if it drives home the lesson that gov- 
ernment can’t control interest rates. 

Some folks got burned rather badly 
going on the theory that the govern- 
ment wouldn’t “allow” its bonds to 
go below par. Now we hear it said 
that the government won't “allow” its 
bonds to go below 95 or 90 or some 
other figure that may be in mind. I 
have no doubt that when the British 
Government in 1946 brought out the 
“Dalton” 2's, so-called after the for- 
mer Socialist Chancellor of the Ex- 
chequer, many who bought them 
believed the government would not 
“allow” them to decline seriously. Yet 
today they are selling in the 60s. 

I am not predicting that U. S. 
Treasury bonds will go below 95 or 
90, much less decline into the 60s. 
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My point is simply that these things 
can happen despite government 
wishes. It is all a question of public 
confidence, of the amount of saving, 
and of the relation of savings to the 
need for capital. The government can, 
as we have seen, keep interest rates 
artificially low for a time by pumping 
out central bank credit and inflating 
the money supply. But—as we have 
also found—there are limits to this, 
for two reasons: (1) because, as in- 
flation gains headway, it takes bigger 
and bigger doses of central bank 
credit to keep interest rates from ris- 
ing along with everything else; and 
(2) because sooner or later people de- 
cide that inflation is too high a price 
to pay for cheap money, and that a 
galloping cost of living is worse than 
seeing governments decline below par. 

What has happened to interest rates 
over the period under review is just 
one more example of the force of eco- 
nomic law, requiring obedience, de- 
spite the efforts of men and govern- 
ments to oppose it. 
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[)' RING the later years of the 
war and carrying through to 
1945 and 1946, I appraised numerous 
residential properties for an institu- 
tion which subse- 
quently sold the 
entire portfolio to 
an out-of-town 
bank. These ap- 
praisals were based 
upon a 1940 dol- 
lar and were proc- 
essed during a pe- 
riod of real estate 





liquidation. 

A substantial 
portion of these mortgages have been 
paid off in full. In the majority of 
cases, the properties were refinanced 
on the basis of the present market and 
the slipping dollar value. It points up 
a fact we all that amortized 
loans are likely to be readjusted far 


Albert W. Lockyer 


know 


Sk RRR 


The country has been busy building a tremen- 
dous volume of new houses these 


0 few years 
but what kind of houses are they— 


The building boom demonstrated that the housing tastes of 
this generation aren’t quite the same as those of the past 


By ALBERT W. LOCKYER 


before their maturity. In almost 100 
per cent of such pay-offs, the property 
is refinanced at a higher level. This 
practice requires the reappraisal of 
the real estate and reassessment of the 
future economic life of the improve- 
ments. A large percentage of loans 
now being placed are on older houses. 
I have some definite ideas regarding 
the appraisal of these older type 
houses. 

The average lender has been “aged 
in the wood” and there is a tendency 
to favor the old, the traditional, the 
conventional, and to shun the new, 
the different, and the unconventional 
in housing. For instance, there is this 
so-called “look alike” housing. Those 
raised in the early 1900's are usually 
rank individualists, and most often 
unwilling to accept the kind of living 
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represented in rows of houses all iden- 
tical in design to the point where one 
cannot tell his own home from that 
of his neighbor. 

This may not apply to the new gen- 
eration. 

In an economy as uncertain and 
explosive as our present one, such a 
quality of conservatism is a necessary 
ingredient of a mortgage loan policy. 
Carried to extremes, however, this at- 
titude may result in missing some good 
loans and accepting some poor ones. 

Building movements are subject to 
cyclical variation. Booms are followed 
by depressions, depressions by booms. 
The revival of building after a lull is 
always characterized by a trial-and- 
error period. Architecture reaches out 
for a new style, planners propose new 





types of subdivision, builders seek 
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Chief weakness of the 1952 house is lack of 
living space for the average family. It’s come about 
in order to meet a price and because we don't need 






styled to last, are they archictecturally well de- 
signed, will they suit the tastes of possible buyers a 
few years from now? Certainly a lot of them repre- 
sent a radical departure from those we built in 
the last upsurge of construction. But just because 
they have a good deal that is new and different 
doesn't mean they won't be any less attractive to- 
morrow than they are to the people who are buying 
them now. That's Mr. Lockyer’s opinion. The 
tastes of one generation aren't necessarily passed 
on to the next. 
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as much space as our grandparents did. But, he 
says, “shrinkage has in many cases gone to the 
extreme.” Next important feature is lack of space 
for expansion. The story and a half house is the 
best answer to that. 

Mr. Lockyer is president of the New York State 
Society of Real Estate Appraisers and—as he did 
at ABA’s Savings and Mortgage Conference—re- 
views current trends in residential building point- 
ing out what — to him to be the good features 
as well as the bad. 
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more economical methods of construc- 
tion, and building supply men intro- 
duce new materials. 

Wars spur progress and produce, 
through methods of 
manufacture and construction. A 
shortage of housing space, increased 
cost of building, labor-saving 
household appliances, shortage of do- 
mestic help, increased speed of travel 
and a changed 

contribute to 


necessity, new 


new 


and communication, 
pattern of living all 
these changes, with the result that the 
new house is vastly different from the 
old. 

It is now nearly seven years since 
V-J Day. Enough time has passed to 
test some of the innovations in hous- 
ing and to measure the advantages or 
disadvantages of these changes. 

But first, take a look at some of the 
features of the old houses. Define the 
old house as any residence built prior 
to the depression of 1930—about 20 
to 25 years ago. During the years im- 
mediately following 1930 to about 
1936, few houses were built in Amer- 
ica; and those built in the period 1936 
to 1941 are still relatively modern in 
comparison to the 1920 variety. 

The old house suffers principally 
from incurable obsolescence and from 
deferred maintenance. The average 
cost of rehabilitation to the new own- 
er, when purchasing a 1928 house, is 
approximately 10 to 15 per cent of 
the purchase price. This includes such 
items as painting and decorating, 
modernizing kitchen, modernizing 
bathrooms, plumbing and heating re- 
pairs, electrical work, new hardware, 
and other miscellaneous items. These 
are the curable items. Not included 
are such items as changes in interior 
plan; elimination of free standing 
radiators; major alterations in ex- 
terior design; installation of additional 
baths, lavatories, and additional ga- 
rage space. Even after such rehabilita- 
tion, it is still an old house in an old 
neighborhood subject to all those un- 
desirable influences that usually creep 
into neighborhoods when they are 
over 20 or 25 years old. Progress has 
by-passed these neighborhoods. The 
new development is taking place in 
the suburbs. The automobile, new 
express highways, school bus service, 
etc., have obviated the necessity of be- 
ing within walking distance of station, 
schools, and shops. Here is a definite 
well defined trend. It must be recog- 
nized. Neighborhoods suffer a form 
of obsolescence. 


The Mortgage Banker for May, 


In appraising the loan value of an 
old house, I have often used the fol- 
lowing rather unique “rule of thumb.” 
Take it with a grain of salt. Estimate 
the sale price of the old house as of 
1940. Since 1940 it has suffered fur- 
ther depreciation for 10 or 12 years, 
but the value of the dollar has de- 
preciated too. Add 50 per cent to the 
1940 sales price. Example: 1940 sale 
price $8,000; add $4,000 ; total $12,000. 
The house sells for $20,000 in 1952; 
application is for a loan of $13,000. 
Keep loan under $12,000, preferably 
10 per cent to 20 per cent below or 
about one-half the purchase price. 
This should preserve some equity if 
values drop 40 per cent. Values 
dropped 50 per cent from 1928 to 
1938-42, with static mortgages. With 
an amortized mortgage, this margin 


should be safe. 


The people of America want new 
things—new cars, new refrigerators, 
new television, new gadgets. We have 
a dynamic economy based on chang- 
ing the new for the old, and that ap- 
plies to a new house. Be cautious, 
therefore, when you make a loan on 
a house that “only a grandmother 
could love.” Many of these houses are 
oversold at prices which do not take 
the full loss through depreciation into 
account. We have lost sight of the 
terrific cost of acquisition when these 
properties are foreclosed. All of these 
factors of depreciation are multiplied 
many times during the “orphan” pe- 
riod when the owner loses interest in 
the property. 

The new house is usually in a new 
neighborhood. Few people want new 
houses in old neighborhoods. New 
subdivisions are usually on the perim- 
eter of the town or city. In late years, 
new neighborhoods have often been 
created by professional operators and 
floated on slim governmental financ- 
ing. The cash stake is not very heavy. 
When the development is completed, 
these operators often “silently fold 
their tents and steal away.” This is 
not true of the large developers of na- 
tional repute, but it is true of many 
of those of the come-and-go variety. 
The result is that the neighborhood 
looks rather distressful in appearance, 
and the first impression of the lender 
is to turn down any loans in new de- 
velopments. 

An all too familiar statement con- 
cerning many such projects is “there 
are the slums of tomorrow.” ‘This 
phrase is overworked and is not gen- 
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“This so-called ‘look alike’ housing 
(older generations) were unwill- 
ing to accept the kind of living repre- 
sented in rows of houses all identical 
in design where one cannot tell 
his own home from that of his neigh- 
bor. This may not apply to the nex 
generation.” 

























Archictecturally, the trend “is a 
welding of the ranch type with low 
lines and the colonial with the peak 
roof . . . colonial has maintained its 
value the so-called English-type 
built in the 1920’s was a dead-end 
movement ... the Spanish or Moorish 
100K. 









“The prefabricated house, when 
built in quantity, offers more space 
with better planning at less money 
than conventional building .the 
materials, the planning, the engineer- 
ing and the fixtures used in the better 
known prefabricated homes are as 
good as, if not better than, the con- 
ventional product.” 
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erally true. Young people have bought 
these houses; and by one process or 
another, with many heartbreaks, they 
will make a home. Excepting those 
which are obviously “jerry built,” five 
years from today these developments 


will be “over the hump.” They will 
have a high degree of pride of own- 
ership. The grounds will be land- 


scaped, the house repainted over the 
builder’s prime coat, and the public 
pressure exerted by a large number of 
voters will result in good roads and 
in improvement in public services of 
all kinds. 

I have witnessed this result in many 
places. Within one year after Levit- 
town on Long Island was completed, 
owners were able to take substantial 
profits on their houses if they desired. 
Turnover, however, has been very 
light. Do not be afraid of a new sub- 
division: and do not be too concerned 
with houses that look alike. Maybe 
the older residents on the other side of 
the track protest, but the young folks 
must recognize the economy of mass 
construction, and perhaps the very 
fact that the houses are similar leads 
to a wholesome spirit of true democ- 
racy in the community. 

The chief 
house is lack of adequate living space 
for the average family. This contrac- 
tion of space has been brought about 


weakness of the new 


in order to meet a price. There is no 
doubt that the modern family requires 
much less space than their grandpar- 
ents, but shrinkage has in many cases 
gone to the extreme. 

Immediately following the war, 
builders produced basementless houses. 
Slab foundations became popular. 
[his type of construction was rela- 
tively inexpensive, and the new rad- 
iant heating system could be poured 
in with the foundation. 

The 


toward 


definitely back 
basements. A 


trend is now 
with 


house without a basement inherits a 


houses 


factor of obsolescence when it is built. 
Nothing is wrong with a slab founda- 
tion if it is properly installed, insu- 
lated, and drained. But such construc- 
tion can be a headache if not properly 
installed. The chief objection lies in 
the lack of 
items as screens, storm sash, porch or 
garden furniture, garden equipment, 
and other paraphernalia incidental to 
family life. Where is a man going to 
have a little shop—or temporary relief 
from the wife and children? So favor 
a basement on your building loans. 


storage space for such 
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[t is an almost impossible job to put 
one in under a slab foundation after 
the house is built. 


The next most important feature in 


new houses is the lack of space for 


expansion. The story-and-a-half house 
is the best answer to this problem and 
is proving the most practical type of 
residence. The second floor offers the 
cheapest, easiest, most satisfactory 
manner of expanding the living space. 
Such expansion of living space re- 
quires no foundation, sidewalls, or 
roof; and a fair mechanic can build 
two bedrooms and space for a bath 


T_T 


“Immediately following the 
war, builders produced base- 
mentless houses. Slab founda- 
tions became popular. This type 
of construction was relatively 
inexpensive and the new radiant 
heating system could be poured 
in with the foundation. The 
trend is now definitely back to- 
ward houses with basements. A 
house without a basement in- 
herits a factor of obsolescence 
when it is built. Nothing is 
wrong with a slab foundation if 
it is properly installed, insulated 
and drained. But such construc- 
tion can be a headache if not 
propers installed ... so favor a 

a. 


sement in your loans.” 
—Albert W. Lockyer 


a ee 


with his own hands. Meanwhile, the 
family enjoys ample attic storage 
space or play room for the children 
on a rainy day. Birthrates have been 
steadily increasing during the past few 
years. As the children grow up, they 
need separate rooms. The two-bed- 
room house is rapidly outgrown, and 
the expansion attic offers the alterna- 


tive to selling and buying another 
home. Favor the expansion attic and 
give it credit in your loan. 

Small bedrooms, dining space in- 
stead of a dining room, small kitchens, 
and the elimination of halls and ves- 
tibules are all necessary in the interest 
of economy and are being accepted by 
the younger generation. Closet space 
is often small and offers a further 
argument for the expansion attic and 
basement in small houses. 

Some lenders had a prejudice 
against prefabricated This 
dates back to those we saw built 25 
years ago. There is no comparison 
between the ready-cut houses of the 
1920’s and the carefully engineered 
mass-produced prefab of this age. In 
general, the materials, the planning, 
the engineering, and the fixtures used 
in the better known prefabricated 
homes are as good as, if not better 
than, the conventional product. The 
questionable factor is the method of 
putting the house together. The man- 
ufacturer cannot control such items as 
the proper drainage of the basement 
or the manner in which his product 
is nailed together. The prefabricated 
house, when built in quantity, offers 
more space with better planning at 
less money than the conventional 
building. Look carefully at the base- 
ments; the roof; and the flashings 
around the doors, windows, and chim- 
ney. These are the danger spots. The 
reputation of the builder is important 
in respect to new housing. What has 
been his history? What is his record 
in the community? 

As to new materials, here are some 
proven facts: 
>»? Dry wall construction is now gen- 
erally accepted on all except luxury 
housing. In the Midwest, only com- 
mercial buildings are built with plaster 
interior walls. 


houses. 
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>> Plywood sheathing and subflooring 
is as strong if not stronger than con- 
ventional sheathing board. 

>> Maple, beech, and selected hard 
pine are all good substitutes for oak 
flooring. 

>> Radiant heat is perfectly satisfac- 
tory if properly installed; better in 
ceiling than in concrete slab; best in 
baseboard panels. But the best proven 
heating system for small houses is by 
far forced warm air with cold air re- 
turns—most direct, quickly responsive, 
and most economical. This system 
leaves nothing to drain or to freeze up 
when the family goes away. The best 
fuel to be used is dependent upon the 
section of the country in which the 
house is built. 

The University of Illinois has fea- 
tured tests and experimentation with 
new materials and this information is 
available to your appraiser. Do not be 
afraid of the new house simply be- 
cause you think “they did not build 
them like that in the good old days.” 
They may be built much better. 

If it were possible to draw a picture 
of a composite house representing all 
the styles built since the war, it would 
most certainly result in a mongrel 
house. It would be about 1% stories 
in height with a part excavation and 
a shallow pitched roof with some co- 
lonial, some ranch and some modern- 
istic influence. 

Which of these influences will be 
most durable over a period of time? 
Which will be the most popular five 
or ten years from today? 

I believe a house should be suited 
to the locality in which it is built. 
It should be adapted to the climate, 
the topography, and the tradition of 
the particular location. Why build a 
New England farmhouse in Florida or 
in California; why a Mediterranean 
or Moorish type in the suburbs of 
Boston; and why build the so-called 
cow-shed or hen-coop type anywhere? 
Let your prime requisite in the matter 
of design be that it look like a house 
—not like on out-building. Very few 
people like to live in a house about 
which the neighbors say, “There goes 
the man who lives in that crazy 
house.” 

The most lasting architecture will 
be that which preserves in some degree 
the tradition of the homes of the past; 
and while we deviate from these tra- 
ditions now and then, the tendency is 
to return to these basic designs in 
subsequent years. 


The Mortgage Banker for May, 


People want to live now on one 
floor so houses will be lower. This is 
a definite trend. There appears to be 
a merger of the ranch type with its 
long low lines, and the colonial with 
the peaked roof rather than the flat 
variety. We are building a type of 
house which, in the days of 1920, was 
generally referred to as a bungalow. 
In my own territory, Westchester 
County, the traditional colonial style 
has maintained its value; the so-called 
English type built in the 1920’s was a 
dead-end movement and is less popu- 
lar. The Spanish or Moorish type is 
out of place and not wanted. Of the 
new houses, the colonial type with 
modifications is still popular and will 
continue to be so. The so-called ranch 
type is popular too, but expensive 
when built on one floor. Radical, 
functional designs are experimental; 
they lack real beauty, and they do 
not wear well with the years. As they 
weather, they look seedy rather than 
mellow. A house, like a person, should 
grow old gracefully. This cannot be 
expected of some of this “out-building 
architecture.” 


Houses are seldom built without 
mortgages, so the mortgagee controls 
the building movement both as to its 
velocity and its duration. It can have 
further control over the kind of build- 
ings which are to be built. This is a 
heavy responsibility and requires a 
constant and alert attitude toward all 
phases and trends of the residential 
real estate market. 


LIFE FIRMS SLOW TO 
BUY COMMON STOCKS 


N THE first year of operation of 
the law passed last March in New 
York State, permitting life companies 


a limited investment in common 
stocks, the life company holdings of 
common shares increased less than 
$100,000,000. Total common stock 
holdings of the life companies are now 
about $650,000,000. 

“Due in part to their extensive 
commitments in bonds and mortgages, 
especially those for defense financing, 
and to improved bond yields, the com- 
panies have been moving slowly to 
take advantage of the liberalized in- 
vestment law,” the Institute of Life 
Insurance commented. “The common 
stocks acquired in the past 12 months 
amounted to about $150,000,000, 
which was less than the acquisitions 
of the previous 12 months.” 


It was estimated when the permis- 
sive legislation was adopted that New 
York State companies could invest 
somewhat more than $500,000,000 in 
common stocks, and that out-of-state 
companies doing business in New 
York but limited by the “substantial 
compliance” provision of the law, 
could add some $300,000,000 of com- 
mon stock holdings. Aggregate com- 
mon stock holdings were then about 
$550,000,000. 


All but nine states now permit life 
insurance companies to invest in com- 
mon stocks, the exceptions being 
Arizona, Colorado, Iowa, Michigan, 
Mississippi, Missouri, Montana, Okla- 
homa and Wyoming. In some states 
companies have invested as much as 
10 per cent or more of their assets 
in common stocks, but in most states 
the figure is nearer 2 per cent. The 
New York law permits investment in 
qualified common stocks up to 3 per 
cent of total assets or one-third of 
surplus of the insurance company, 
whichever is the lesser amount. This 
would usually work out at about 2 
per cent of assets. 
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The story and the experience, the 
success and the failures, and the 
lending judgment in that mortgage 
giant of all time that was the .. . 


- the entire history of the mort- 
gage industry there was never any- 
thing quite like HOLC. For size, for 
wide scope of operations and—as it 
ultimately turned out—for satisfactory 
results, HOLC was the only thing of 
its kind ever seen. 

HOLC even now is of prime inter- 
est to mortgage lenders and investors 
because nothing else has ever offered 
the opportunity for studying such a 
large scale mortgage operation. Years 
ago the operations of HOLC pointed 
up the need for better mortgage and 
foreclosure laws in many states, some 
of which had not been changed since 
The possibilities were 
ad- 


earliest days. 
widely discussed but it must be 
mitted that not much 


complished along these lines even to 


has been ac- 


this day. 


Now comes the complete story of 
HOLC, one that should interest mort- 
gage lenders and investors generally 
and particularly those who are re- 
search-minded. 

HOLC’s origin, development and 
liquidation is told in a book by C. 
Lowell Harriss, History and Polictes 
of the Home Owners’ Loan Corpora- 
tion, which was developed by analy- 
sis of the Corporation’s records. The 
research the 
Urban Real Estate Finance Project of 
the National Bureau’s Financial Re- 
search Professor 
R. J. College, 


Columbia University, is director. 


was carried on under 


Program, of which 


Saulnier of Barnard 


>> ONE OUT OF FIVE: Of all the 
country’s nonfarm owner-occupied 
dwellings, including even those having 
no mortgages, owners of nearly one 
out of five applied for an HOLC loan 
between 1933 and 1935. More than 
400,000—one-fifth of the total—were 
filed by September 30, 1933, that is 
in the first few months of the agency’s 
life 


In November 1934, when the 
HOLC announced that no more ap- 
plications would be accepted, there 
were 1,100,000 on hand. The agency 
had loaned two-thirds of its total au- 
thorization of $3,000.000.000. It had 
approved the eligibility of enough ap- 
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HOLC 


plications to exhaust the balance of 
its funds. 

Thereafter its lending power was 
increased by $1,750,000,000. 150,000 
new applications were received, but 
less than 6 per cent of the additional 
lending power was used. 

The average amount sought by 
loan applicants over the country was 
$3,272. The highest was in the Dis- 
trict of Columbia, $6,221; the lowest 
in Idaho, $1,584. 

In Connecticut, New Jersey and 
New York the average amount ap- 
plied for was about $5,000, in Mas- 
sachusetts $4,545. In the south, the 
Missouri Valley and the Plains areas 
the average sought was below the na- 
tional average. 

Of all applications filed, 46 per 
cent, representing a total of 868,670 
applications, were rejected or with- 
drawn. Of the rejections, the largest 
group, 18 per cent of all, were re- 
jected for inadequate security. 


>> MILLION LOANS: HOLC 
made more than 1,000,000 refinancing 
loans for a total of $3,100,000,000. In 
addition, it made around 450,000 
supplemental reconditioning loans and 
184,475 loans to purchasers of proper- 
ties that had been foreclosed by the 
agency. In its first year of operation, 
HOLC made 395,000 loans, totaling 
$1,200,000,000. 

Number of loans completed com- 
prised 54 per cent of applications. 
They provided, over the country, 
about half of the dollar amount re- 


. . . and the significance of its 
record for mortgage lenders today 


quested. In ten states half the appli- 
cations were rejected or withdrawn. 
In eleven states six out of ten appli- 
cants received loans. 

Nearly one out of every ten non- 
farm owner-occupied dwellings in the 
country became mortgaged to HOLC. 
The Corporation made loans on one 
out of every five such dwellings with 
a mortgage. 

More loans were made in Ohio 
than in any other state, with Michi- 
gan second and New York third. To- 
tal dollar value of loans was largest 
in New York which absorbed one- 
eighth of the national total. Ohio was 
second. 


Average loan for the country as a 
whole was $3,039. Highest state av- 
erage was $5,134 in New York, about 
three times the lowest state average, 
$1,744 in Idaho. 


Nearly 40 per cent of all loans were 
for less than $2,000 and 75 per cent 
were for less than $4,000. Only 1.4 
per cent were for $10,000 or more. 


>> AVERAGE $3,039: Average 
amount of the mortgages in relation 
to the valuations of the collateral as 
indicated by HOLC appraisals was in 
all cases less than the 80 per cent 
permitted by law, although in individ- 
ual cases the maximum was granted. 


For the country as a whole, loans 
were 68.6 per cent of appraisals. In 
the District of Columbia they were 
75.1 per cent, in Connecticut and 
Massachusetts 73.7 per cent, in New 
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York 72 per cent and in Ohio 67.3 
per cent. 

Just under 90 per cent of the 
amount of the original loans, totaling 
$2.750,000,000 out of $3,100,000,000, 
went to former mortgagees. Some- 
thing over one-fifth of the amounts 
paid original lenders went to individ- 
uals and non-institutional investors, 
while the balance went to institutions. 

HOLC also made loans, on mort- 
gages as collateral, to banks in diffi- 
culty or receivership and later took 
over eligible mortgage loans. By the 
end of 1934, when this wholesale op- 
eration was almost complete, it had 
acquired 121,391 mortgages from 5,- 
680 closed financial institutions, lend- 
ing a total of $344,000,000 in the 
operation. These loans made up about 
13 per cent of the number and value 
of all original loans. The majority 
were in Indiana, Michigan, Louisiana, 
Ohio and Pennsylvania. 

Of a total cost to HOLC of $58.,- 
500,000 for closing loans, $40,100,000 
was attributed to loans that were 
closed and $18,400,000 to applications 
that were rejected or withdrawn. The 
average cost per loan closed was $39 
and the average cost of each rejected 
or withdrawn application was $21. 
State variations were wide. 


>> SAMPLING: A sample study of 
HOLC loans in Connecticut, New 
York and New Jersey was made to 
determine their characteristics. Dr. 
Harriss studied 3,883 loans, of which 
1,498 were still active in 1947. He 
found that the great bulk of those 
whose home mortgages were refi- 
nanced were individuals of relatively 
modest incomes. Few were totally un- 
employed. 

Two-thirds of the borrowers had 
family incomes at the time of their 
application for HOLC aid of less than 
$150 monthly, 40 per cent reported 
family incomes of less than $100, and 
12 per cent had family incomes under 
$50 monthly. Only 6 per cent of sam- 
ple applicants reported family incomes 
of more than $250 a month, and of 
these more than half rented space in 
their properties or used part for busi- 
ness. 

About 65 per cent of the loans 
were made to borrowers between the 
ages of 35 and 55. Most had one to 
four dependents. The majority of 
properties on which loans were made 
were homes of modest size and value. 
They consisted mainly of one- or two- 
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family homes and about half had six 
to eight rooms. 

One-fourth of the properties in the 
New York region were appraised at 
less than $5,000, another 40 per cent 
at from $5,000 to $8,000, and the re- 
mainder at higher values. Thus, 
roughly, the average dwelling in- 
volved was a $5,000 home. The great 
bulk of properties showed relatively 
little depreciation on the borrower’s 
investment; 70 per cent had depreci- 
ated by less than 25 per cent, and 
only 10 per cent by more than 35 per 
cent. 

In 17 per cent of the cases the bor- 
rower’s equity was 75 per cent or 
more of the amount of the loan; in 
25 per cent the equity was not more 
than one-quarter of the amount of the 
loan; and in 15 per cent the borrower 
had no equity. 


>> HOLC ACQUISITIONS: Bor- 
rowers in difficulty got personal at- 
tention, yet despite HOLC’s efforts to 
adjust payment requirements to bor- 
rower’s needs, it acquired, through 
foreclosure or transfer, the properties 
securing about one out of every five 
original loans and about one out of 
fifty securing loans made when it sold 
foreclosed properties. Nearly 200,000 
properties were acquired, 18 per cent 
by transfer and the rest by foreclosure. 

By March 31, 1951, HOLC had 
foreclosed 194,134 of its original loans, 
19.1 per cent of the total. Half of 
all the foreclosures were made within 
eighteen months after HOLC finished 
its original lending. 

New York, New Jersey and Massa- 
chusetts accounted for one-fourth of 
all foreclosures. In New York, where 
there were 34,399 foreclosures, more 
than 40 per cent of the original loans 
were foreclosed. New Jersey and Mas- 
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sachusetts had about the same record. 
The national average was 19 per cent. 
In Ohio, where the largest number of 
loans were made, foreclosures were 
only 13 per cent of all loans. 


HOLC attributed nearly half its 
foreclosures to non-cooperation. In 
88,166 cases, 44.7 per cent of all 
foreclosures, the HOLC analyst han- 
dling the case felt that foreclosure 
might have been avoided, at least tem- 
porarily, by the borrower. 42,422 fore- 
closures were classified as resulting 
from obstinate refusal to pay; they 
accounted for 21.5 per cent of the 
total. 

Total inability to pay accounted for 
17.8 per cent of the foreclosures. 
Death of the borrower and legal com- 
plications were other causes of fore- 
closure. Nearly one of every nine fore- 
closures, 21,468 in all, were caused by 
abandonment of the property. 


Three-fourths of the borrowers who 
abandoned their properties were in 
arrears a year or more. Almost two- 
thirds of the non-cooperative cases 
were in default eighteen months or 
more. Half the borrowers who obsti- 
nately refused to pay were delinquent 
eighteen months or longer. 


>> MORAL RISK: “The figures 
strongly suggest that the moral risk 
is highly important in determining the 
outcome of mortgage credit exten- 
sions,” Dr. Harriss comments. 


The average length of time required 
to foreclose varied from state to state 
from less than one month to slightly 
over two years. The average cost of 
foreclosure varied from $21.29 in 
Maine to $280.94 in New York. The 
average cost for transfer of title 
through voluntary surrender of deed 
was about $34. Deficiency judgments 
totaling $34,000,000 were taken, but 
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most claims were not pressed. Total 
collections, through 1949, were slightly 
over $2,500,000, 57 per cent being in 
Illinois 

From the data Dr. Harriss obtained, 
some insights into the factors affecting 
mortgage loan experience were se- 
cured 

[t is not possible to distinguish, on 
the basis of income alone, between 
good and bad loans, he concludes. In- 
come relative to the amount borrowed 
appears to be a significant considera- 
tion; for given income level of 
mortg@agors, the per cent of loans 


with in- 


any 


eventually foreclosed rose 
creases in loan size. 

For any given level of borrower in- 
come, foreclosure rates were higher 
for those loans secured by properties 
having relatively higher estimated 
rental values than for those secured 
by more modest properties. This may 
be evidence of the added risk in cases 
of “over-housing” or of the greater 
risk associated with large loans. 

In the lower income groups a large 
family is associated with a somewhat 
better-than-average experience. This 
may mean that the large family is 
able to achieve a more stable income 
over the life of that it 
attaches greater importance to avoid- 


its loan, or 


ing foreclosure. 


>> WE LEARN: The best experi- 
New York with 
respect to the age of the mortgagor 


ence in the region 
was with borrowers in the middle age 


groups—35 to 45 years. Loans to bor- 
rowers under 30 and to those over 55 
had a distinctly worse than average 


record, 

Loans on structures devoted at least 
in part to business use had a some- 
what higher foreclosure rate than 
that had none. 
Loans on structures of relatively low 
value had a better record than those 
Foreclo- 
sure experience was least satisfactory 


those on structures 


on structures of high value. 


on properties with the most modern 
and adequate heating and bathing fa- 
cilities; but there is evidence suggest- 
ing that HOLC had a tendency to 
over-loan on the better properties. 
The balance between the value of 
land and the value of the improve- 
ments seemed significant: there was a 
fairly clear tendency for foreclosure 
rates to rise as land values become 
more important relative to the depre- 
ciated value of the structure. The age 
or depreciated state of the house alone 
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seemed to have no clear and consistent 
relation to foreclosure experience. 
Various facts suggest “that experi- 
ence may be determined more by the 
weight of the financial burden borne 
by the mortgagor and the strength of 
his determination to prevent fore- 
closure, than by the character and 
quality of the collateral,” Dr. Harriss 
declares. 
There tendency tor more 
loans of large amount to go to fore- 
closure than for loans of small original 
amount. Loans made with relatively 
low loan-to-value ratios dis- 
tinctly better than those made with 
high loan-to-value ratios. Loans in 
which the borrowers had no equities 
or had negative “equities” had a 
greater tendency to end in foreclo- 
sure. Due to unpaid interest, tax and 
insurance advances, the amounts due 
at foreclosure were 10 to 20 per cent 
the original amount 


was a 


were 


greater than 


loaned. 


>> RENTALS: At one time HOLC 
had 103,000 properties rented or for 
rent. Vacancy rates varied from 10 
to 17 per cent. Average rentals rose 
from $21 to $35 monthly between 
1936 and 1941. Properties were al- 
ways subject to sale and the HOLC 
was willing to offer generous financ- 
ing terms. An average of $451 per 
property was spent for reconditioning 
and $135 for maintenance. Mainte- 
nance expenditures charged to cur- 
rent income averaged 19 per cent of 
rental income for the country as a 
whole. 


By March 1951, HOLC had sold 
198,200 properties for $738,000,000, 
an average of $3,722 per property. 
Che net loss on the properties sold was 
probably around $350,000,000. Sales 
prices were 98 per cent of the amounts 





of original loans and 65 per cent of 
original appraised values. 
When HOLC was making its loans, 


there was a general belief that it 
would suffer substantial losses. Yet it 
liquidated with a profit. Dr. Harriss 
points out that the financial results of 
an organization of this type may be 
subject to some dispute but emphasizes 
that, by any reasonable standard, they 
were vastly better than anyone ex- 
pected in 1933. He attributes the un- 
expectedly good result not primarily to 
war prosperity. In fact, he questions 
that, on balance, this prosperity was 
a financial advantage. The HOLC 
had sold most of its foreclosed prop- 
erties before the income rise attribut- 
able to World War II could have had 
much effect. Moreover, this prosperity 
accelerated the repayment of loans 
that were bringing an operating profit. 


>> THE ANSWER? Professor Har- 
riss suggests that HOLC’s excellent fi- 
nancial results are attributable to the 
determination of Americans to hold 
on to their homes, to careful manage- 
ment, and to the decline in the cost 
of borrowed funds to the U. S. Treas- 
ury. A larger profit would have been 
earned if the HOLC had not been 
forced to sell its portfolio of loans to 
private institutions beginning in 1948. 

Liquidation of the organization, 
which at its peak employed over 20,- 
000 people and made long-term loans 
to over 1,000,000 families throughout 
the entire country, was completed in 
1951. 

Dr. Harriss’s investigation, like the 
others in the Urban Real Estate 
Finance Project of the National 
Bureau’s Financial Research Program, 
was made with the support of funds 
from the Banking Research Fund of 
the Association of Reserve City 
Bankers and other groups. 
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A Consistent and Firm Collection 
Policy Does Bring Results 


By DEL W. COOK 


Collection Manager, National Homes Acceptance Corporation 


NE of the basic factors contribut- 

ing to the high standard of liv- 
ing in the United States today is the 
average citizen’s willingness and abil- 
ity to increase his purchasing power 
through installment buying. When 
wisely used, this is a contribution to 
the American way of life. However, 
when installment buying is used un- 
wisely, it not only affects the nation’s 
economy to a greater or lesser degree 
depending on the number of people 
involved, but becomes a_ millstone 
around the individual’s neck. 


We in the collection department of 
National Homes Acceptance Corpora- 
tion feel that our activities are one 
of the most important in our whole 
operation. There has been a lack of 
understanding among many lenders as 
to the importance of proper collection 
theory and methods and the time and 
attention that should be devoted to 
this phase of a mortgage lending op- 
eration. Prevailing upon a mortgagor 
who is dilatory in making remittances 
to change his habits and make pay- 
ments when due is a sales job, just 
as much as the promotion end or 
business development end of the op- 
eration. Care and study should be 
devoted to this activity. There is a 
large field for the practical approach 
of sales psychology, and we feel that 


In the April issue article in this department under, “Do 
You Know Your Delinquency Rating?” the collection 
experiences of members of the Chicago MBA were re- 
counted. The above article records an outstanding per- 
formance in collections by a member in Indiana. 


For a symposium of current collection experiences we 
would like to have a brief report from all servicing man- 
agers so that the present delinquency trend for the entire 
United States may be determined. New and successful 


a satisfactory collection record re- 
quires intelligent, thorough, careful 
planning and that the old accepted 
idea that proper servicing is synony- 
mous with local servicing or servicing 
in a small area is completely un- 
founded. It is not the number of calls 
or contacts made on a reluctant mort- 
gagor but the effectiveness of the call 
itself that produces results. In fact, 
there is considerable harm done and 
value lost in repeated contacts which 
are ineffectual because they immunize 
the delinquent mortgagor to this re- 
peated collection effort and eventually 
cause an immunity similar to that ac- 
quired to certain diseases by repeated 
small doses of an antitoxin. 

We believe that collection depart- 
ment personnel should not be people 
who can’t seem to fill any other niche 
in the organization but should be in- 
dividuals with personality, initiative, 
intelligence, and real salesmanship. 
One of the attributes of successful col- 
lection effort is to stress preventative 
measures rather than corrective meas- 
ures, although it is necessary to use 
both. While we believe we have an 
aggressive firm collection department, 
we find that it is necessary to be fair 
and to consider that we are perform- 
ing a real service to the mortgagor in 
assisting him in handling his financial 
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problems in time of financial stress 
and strain. 

Many borrowers have burdened 
themselves with additional obligations 
through FHA Title I or other type of 
home improvement loans for such 
items as storm windows, garages, etc. 
However, due to the close watch that 
we keep on these people, we have 
been able to detect many financial 
weaknesses because of this over exten- 
sion and to encourage sale of the 
property to avoid a serious delin- 
quency that would probably cause 
foreclosure in the event it is impos- 
sible for the mortgagor to work 
himself out of his predicament. 

Like the poor, the chronic “dead- 
beat” is always with us; however, we 
have less than one-half the number of 
such people that we had two years 
ago. After an intensive educational 
program ‘hey have learned rapidly 
that it is to their advantage to pay 
according to the terms of their mort- 
gage and mortgage note or to dispose 
of the property. 

In closing our records for 1951, it 
is interesting to observe various 
phases of collection activity for that 
period. During this time 244 mort- 
gagors were assisted in setting up 
workable budgets. Only twelve of 
this group have continued to be prob- 


collection methods of interest to other members should 


also be described. 


When telling us about your delinquents please indicate, 
if possible, the volume you handle both in number and 
dollars and the number of employees engaged in collec- 
tion work. Without these components the success of the 
department cannot be evaluated. If you prefer, however, 
express your answer in form of ratios used by Chicago 
MBA members.—Editorial Director. 
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lems. Seven of the twelve have sold 
their houses and the balance are 
gradually solving their financial dif- 
ficulties. It has been gratifying to re- 
ceive the many expressions of thanks 
from these people for this service, and 
they are appreciative of the assistance 
given them. 

The sub-marginal worker, and by 
this I mean the laborer or factory 
worker with short seniority, comprises 
the largest group with which the col- 
lection department has to deal. Some- 
time ago we initiated what we call 
an industrial file. Through the co- 
operation of the Chamber of Com- 
merce Secretaries, Personnel Directors 
and State and Federal Department of 
Labor officials, we have developed a 
file on each city or town in which we 
are servicing loans. We have been 
placed on their mailing lists and on 
any visit to the community we renew 
acquaintances and bring ourselves 
up to date on current economic and 
labor conditions as well as anticipated 
trends. Naturally, much of this in- 
formation is confidential and it is 
necessary to assure all individuals in- 
volved of the sincerity of our interest 
and the reason for our gathering the 
information and statistics. 


Careful Follow-Up 


Because so many workers in the low 
and medium income group depend on 
their wages, and due to inflation are 
unable to accumulate very substantial 
reserves, employment fluctuations, 
even temporary lay-offs, unless antici- 
pated, are likely to create collection 
With our information, we 
able to these 
We know where our custom- 


problems. 
are follow cases very 
closely. 
ers work, when they change jobs, and 
in the event any situation arises which 
justifies it, we immediately contact 
them and remind them that their 
house payments must be paid as they 
come due; thus, while a great many of 
their creditors are having trouble col- 
lecting their money, we are able to 
payments without too 
much difficulty because of the rigid 
follow-up we have found so effective. 


collect our 


Over the past year it is interesting 
to note that “non-sufficient” checks 
and “no-account” checks have been 
cut to a minimum through an aggres- 
sive and firm collection effort. Upon 
receipt of more than one check which 
must be returned for insufficient funds, 
the mortgagor is informed that we 
wish to any further 


do not receive 
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personal checks and he is advised that 
we must nave either cash, a certified 
check, cashier’s check or money order. 
Also, we follow the policy of not re- 
depositing these checks and save the 
Service and Accounting Departments 
considerable work. By causing the 
mortgagor to make the faulty remit- 
tance good by direct method, we dis- 
courage further activity of this type. 

The principal mortgagor in 105 of 
our loans has been called into mili- 
tary service. Immediately upon re- 
ceipt of advice, the mortgagor is con- 
tacted in person by a collection 
department representative who ad- 
vises him that the Soldiers and Sailors 
Civil Relief Act is intended primarily 
for hardship cases. This representative 
is thoroughly familiar with all provi- 
sions and ramifications of the Act and 
is in a position to intelligently and 
authoritatively discuss with the mort- 
gagor his entire situation. We feel 
definitely—and we convey the thought 
to the mortgagor—that it is to his 
advantage if at all possible to make 
full payments each month in order to 
avoid extensive payments upon his 
discharge from active service, because 
during such time he is going to be 
faced with many problems of rehabili- 
tation. 

We have found it advantageous to 
acquaint ourselves with the State Serv- 
ice officers of the American Legion, 
V.F.W. and Am-Vets and show them 
that our interests are closely allied and 
that not only do we appreciate their 
cooperation and help, but that such 
cooperation is in turn of immense 
benefit to the veteran. We are in a 
rather favorable position in this 
regard because most of the men con- 
nected with National Homes Accept- 
ance Corporation are themselves vet- 
erans, and consequently, are familiar 


with and sympathetic to the problems 
of the veteran. We find that in many 
cases the State Service officers by their 
cooperation can assist greatly in ex- 
pediting the receipt of allotments to 
the mortgagor’s wife, which helps her 
to maintain the payments. In this 
regard, I think it is of interest to note 
that we do not have a single case 
where a partial payment is being made 
by a serviceman. 

In cases where it appears that a 
foreclosure is the only alternative, we 
attempt to induce the mortgagor to 
sell his property and on the few cases 
of this kind we have been remarkably 


successful. 


Five Year Record 


In the course of our five years of 
operation we have made more than 
$70,000,000 in real estate mortgages 
and at the present time are servicing 
approximately 8,000 loans. Our col- 
lection staff consists of four men and 
two girls and in some instances where 
necessary, we also avail ourselves of 
the services of the National Homes 
Corporation field man in the vicinity. 
As of January 31, 1952, we had but 
six loans upon which we had not re- 
ceived the January Ist payment. This 
is a delinquency ratio of (.075%) 
seven and one-half tenths of one per 
cent. 

We feel proud of our efforts and 
while sometimes it seems like a rather 
unpleasant task to be continually dun- 
ning people for money, nevertheless, 
we are repaid for our efforts by the 
appreciation expressed by many of our 
customers when they realize that we 
have helped them maintain their 
credit standing and prevented them 
from losing that one thing which per- 
haps means more to all of us Ameri- 


cans—their home. 


A conservatively-minded mortgage originator in the progressive State 
of Mississippi invites the consideration of investors in conservatively- 


made mortgage loans. 


KIMBROUGH INVESTMENT COMPANY 
FLOYD R. KIMBROUGH, President 


FHA APPROVED MORTGAGEE 
263 EAST PEARL STREET, JACKSON, MISS. TEL. 5-3445 
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HAT newest division of MBA— 

YMAC, short for Young Men’s 
Activities Committee—is moving 
along. Since the Washington Con- 
ference members have evidently been 
giving some thoughtful consideration 
to the objectives we have set for the 
group. More and more, it begins to 
appear that a definite and lasting di- 
vision has been set up within MBA 
to reflect the aspirations, views and 
opinions of the younger generation in 
the mortgage industry. 

Our latest meeting was at the Chi- 


Conference. At the luncheon 


cago 
meeting YMAC had Theodore H. 
Buenger and William I. DeHuszar, 


Chicago; George Dickerson, Jackson- 
ville, Fla.; M. J. Greene, Dallas; 
Robert McCampbell, Omaha; Ed 
McDonald, Fort Smith, Ark.; S. B. 
Micklethwaite, Detroit; William H. 
Osler, Harrisburg, Pa.; John M. Pop- 
kess, Kansas City; Doyle Staton, Fort 
Smith, Ark.; Paul J. Vollmar, Jr., Al- 
buquerque, New Mex.; Robert 
Waples, Cedar Rapids, Ia.; and Rob- 
ert Wilson, Chicago. From headquar- 
ters office were George H. Patterson, 
secretary-treasurer; and Thomas E. 
McDonald, director of accounting and 
servicing; and W. James Metz, assist- 
ant director. 

After a general discussion, these 
motions were made and seconded. 


>»? That a committee of four be ap- 
pointed to determine necessary quali- 
fications for admission to YMAC. 
Chairman McDonald appointed 
Robert Wilson, Chairman, Robert 
McCampbell, William Osler, S. B. 
Micklethwaite and Paul J. Vollmar, 
Jr. In addition, Robert Waples and 
John M. Popkess volunteered and 
their services were accepted. 

2? That YMAC again sponsor the 
Washington Conference next year and 
that, in addition to government men, 
other prominent speakers be invited 
to talk to the younger men on the 
basic principles and fundamentals of 
the mortgage business. 
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2> That YMAC plan some form of 
social activity during the Chicago 
Convention. Chairman McDonald ac- 
cepted this assignment and will report 
later. 

After much discussion, it was agreed 
to retain the present name of our 
organization, “YMAC,” and that we 
permit ladies and persons of all ages 
to attend programs that group 
Sponsors. 

It was also decided that we should 
become acquainted with our congress- 
men and officials of various veteran 
and fraternal societies with the ob- 
jective of acquainting them with the 
nature of our business and stressing 
our immediate problems. 


our 


Since a much larger attendance is 
contemplated for the 1953 Washing- 
ton Conference, YMAC will need all 
of the help it can get. Although it 
may seem premature, if you plan to 
attend, let us know now so we can 
count on your help. Also, if you will 
attend the national convention in 
September and are willing to work 
with us to make our business and 
social events a success, drop me a line 
at your earliest convenience. 


Wilmer L. McCallum, vice presi- 
dent of Lewis Grinnan Company in 
Dallas, respectfully submitted the fol- 
lowing data for our information. 


SALE OF FHA SECTION 903 and 908 
LOANS TO FNMA 


In respect to the sale of FHA-insured 
mortgages to FNMA by a mortgagee, 
there is a statutory requirement that 
only 50 per cent of all FHA loans (ex- 
cept FHA Section 803 loans) originated 
by a mortgagee subsequent to April 30, 
1948, may be sold to FNMA. 


FHA Section 903 and 908 loans, 
which were designed for financing sale 
and rental units in critical defense areas, 
are subject to the above requirement. 
For all practical purposes, there is not 
at this time a private market for the 
above-mentioned loans; therefore, these 
loans must be sold to FNMA. The 50 
per cent sale requirement operates to 
restrict or eliminate entirely many other- 
wise qualified mortgage bankers from the 
defense program because they had not 
previously produced a volume of FHA 
loans for sale on the private market or 
they have taken the initiative in financ- 
ing defense housing units and have al- 
ready exhausted their quota by making 
sales to FNMA. 


By the reduction of a large number 
of mortgage companies, as cited above, 
who would be eligible to sell FHA Sec- 
tion 903 and 908 loans to FNMA, it is 
our opinion that the financing of de- 
fense units will be greatly hindered un- 
less the requirement is eliminated. 


The 50 per cent requirement orig- 
inally included VA Section 501 and 502 
mortgages. However, when the private 
market for the purchase of these mort- 
gages disappeared in 1949, these loans 
were excluded from this requirement in 
order to assure veterans of homes. 


FHA Section 803 military housing 
loans have always been excluded from 
the 50 per cent sale requirement. As 
the financing of housing units in defense 
areas is equally necessary, we feel that 
it is imperative that FHA Section 903 
and 908 loans be excluded from the 50 
per cent sale requirement of FNMA to 
insure successful financing of housing 
units in defense areas. 


Robert H. Wilson, vice president, 
Percy Wilson Mortgage & Finance 
Corporation, Chicago, who was ap- 
pointed chairman of a committee to 
determine the necessary qualifications 


(Continued page 28) 
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Clinic ta pbtlanta 
A MBA’s 1952 caravan of Clinic 
meetings moved on, it reached 
Memphis and Atlanta in March 
first time for regional meetings in 
these two Southern cities. And for 
successful, profitable gatherings which 
accomplished what they were de- 
signed to do—i.e., provide a medium 
for an exchange of ideas about the 
industry—these two meetings far ex- 
ceeded expectations. In fact, the At- 
lanta Clinic proved to be the largest 
MBA regional meeting ever held out- 
side Chicago and New York, which 
means that many larger cities can 
look to this Southern city for some 
ideas of planning and organization. 
Planning, organization and work 
are what made these two meetings 
memorable milestones in the Associa- 
tion’s program of holding gatherings 
of all kinds all over the country in 
an effort to bring the Association to 
its members. But at these two meet- 
ings, something very special was evi- 
dent to produce the kind of results 
that were achieved—and that some- 


AT ATLANTA: Top, the group; center, 
the luncheon; and below, speakers’ table at 
luncheon. Left to right: Dr. Nat Long, 
pastor of the Peachtree Road Methodist 
Church; D. L. Stokes, D. L. Stokes & 
Company; John Thilpin, FHA state direc- 
tor; E. A. Barton, president, Atlanta Homes 
Builders Association; Cone Maddox, presi- 
dent, Atlanta Real Estate Board; MBA 
Washington Counsel Samuel E. Neel; Rob- 
ert Tharpe, Tharpe & Company; Frank 
Greer, manager, FNMA; Harry Cooper, 
VA loan guaranty division, Atlanta; Holi- 
day Dupuy, HHFA; J. E. Denmark, Fed- 
eral Reserve Bank; MBA Vice President 
Brown L. Whatley, Jacksonville, Fla., and 
Frank C. Owens, Draper-Owens Co., Atlanta. 
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Ninie in Wemphi 


thing was a lot of work on the part 
of local members. Long-time at- 
tenders at MBA affairs who were on 
hand at Memphis and Atlanta agreed 
that no other local groups had ever 
done more than these two did to 
make the clinics successful. 

Atlanta attendance was 380 and 
Memphis was 186, but the invitation 
list in the former was somewhat 





larger than in the latter. 
In Memphis, E. R. Richmond was 
Clinic chairman acting in collabora- 
Continued next page) 


IN MEMPHIS: Top, the group and, 
center, the speakers’ table: MBA Vice 
President Brown L. Whatley, Jacksonville; 
Edward LeMaster, president, Tennessee As- 
sociation of Real Estate Boards, president, 
Edward LeMaster Company, Memphis; John 
J. Scully, Chase National Bank, New York; 
John Pickens, Union Planters National Bank, 
Memphis; Ernest P. Schumacher, president, 
Real Estate Board of Memphis, vice presi- 
dent, United Service & Research, Inc.; 
C. O. Stuart, acting Tennessee FHA State 
Director; MBA Washington Counsel Sam- 
uel Neel; MBA President Aubrey M. Costa, 
Dallas; Carl A. Robinson, president, 
Memphis MBA, president, Carl A. Robin- 
son & Company; E. R. Richmond, vice 
president, Memphis MBA, president, E. R. 
Richmond & Company; C. A. Camp, presi- 
dent, Home Builders Association of 
Memphis, president, Camp Construction 
Company; Norfleet Turner, First National 
Bank, Memphis; William B. Pollard, Na- 
tional Bank of Commerce in Memphis; 
E. D. Schumacher, past president, MBA, 
president, United Service & Research, Inc.; 
Stanley H. Trezevant, Stanley H. Treze- 
vant & Co., MBA regional vice president; 
William A. Clarke, president, W. A. Clarke 
Mortgage Company, Philadelphia. Below, 
rostrum at Atlanta. MBA Vice President 
Brown L. Whatley, Robert Tharpe, D. L. 
Stokes, MBA President Aubrey M. Costa, 
Frank C. Owens, W. A. Clarke and John J. 


Scully. 
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tion with Carl A. Robinson, president 
of the Memphis MBA. Others who 
helped carry the load were: 


Robert M. Metcalf, Jr., Frank Jones, 
Snowden Boyle, Jr., Max Ostner, Joe 
Phillips, Arthur Davant, James Hutter, 
Joe Peete, Tom Mitchell, Wm. D. Gal- 
breath, B. W. Horner, Ernest P. Schu- 
macher, Mrs. James E. McGehee, Mrs. 
Arthur R. Davant, Mrs. Mare Wile, D. T. 
Kimbrough, Jr., R. C. Gill, Mare Wile, 
James Chism, Jule Meredith and William 
Roark 


In Atlanta, Frank C. 
chairman with Robert Tharpe and 
DL There the 
local which made the most 


Owens was 


Stokes co-chairmen 
group 
comprehensive local plans ever en- 
countered for an MBA meeting—in- 
cluded: 

lr. E. Johnson, E. P. Dennis, Edgar P. 
Farrell, E. H. Seruggs, Dean Spratlin, 
Henry H. Robinson, James G. Hardy, Jr., 
E. V. Hopkins, J. S. Schneider, M. A. 
Thompson, Henry H. Ware, Jr., J. H. 
Whitten, John O. Chiles, Jack Adair, Mil- 
ton Dargan, Jr., Jack Robertson, C. S 


Hooks, Thomas V. Cauble, Frank E. Ed- 
wards, Henry B. Green, Lawton Miller, 
Richard L. Parker, W. Eugene Harrington, 
Alvin B. Cates, Sr., Alfred Green, Sr., 
W. T. McCollister, D. W. Watson, C. D. 
LeBey, J. L. Brooks, Alvin B. Cates, Jr., 


| H. Dolvin, Cone Maddox, Jr., J. Alfred 
Settle, Sharpe D. Wall and Stuart Witham, 
Jr 


YMAC 
Continued from page 25) 
for admission to YMAC has submit- 
ted these suggestions. 


A. Age Requirements: Minimum 21 
and maximum 35, plus years in 
the armed forces in World War II 
or the Korean conflict. (Comment: 

we discussed but there was no mu- 

tual decision on the point of maxi- 
mum age limits. I am of the opin- 
ion that we should set a maximum 
so that into this 
young group will, in a sense, grad- 
uate into the older group at a defi- 
nite time. This, I believe, will make 

a turn-over of young men from the 

young group who have had experi- 

ence in the affairs of the association 
who will become permanent mem- 


those who come 


bers of the Association after they 
have passed the maximum age 
limit. ) 


B. All members must be employed by 
or associated with individuals, part- 
nerships, corporations or others who 
are members of MBA or in business 








PEOPLE AND EVENTS 





Aksel Nielsen, past president of 
MBA and president, Title Guaranty 
Company, Denver, has been elected 
president of the Denver Chamber of 
Commerce. 


P. Warren Smith, well known to 
mortgage lenders over the country, 
has resigned from Paramount Fire 
Insurance Company to become exec- 
utive vice president of Youngberg- 
Carlson Co., in Chicago. He remains 
the Paramount direc- 
tors advisory council. . . . George W. 
Wells has been elected president of 
Northwestern National Life Insur- 
ance Company of Minneapolis. 
Van T. Moon has been named man- 
ager of the Tulsa office of Republic 
Mortgage Company, Inc., Ft. Smith, 
Ark. 


D. R. Mead, head of D. R. Mead 
Mortgage Company and the D. R. 
Mead Insurance 
Company, Miami 
Beach, Fila., 
elected president 
of the Miami 
Beach Chamber 
of Commerce. He 


a member of 


was 


formerly was a 
member of the 
Miami Beach City 
Council and is 
now president of 
the Miami Beach Rotary Club and 
of the Lincoln Road Association. 


D. R. Mead 


W. Walter Williams, past presi- 
dent of MBA and president, Conti- 
nental, Inc., Seattle, is heading up a 
national Citizens for Eisenhower 
Committee. He succeeded Paul Hoff- 
man as chairman of the Committee 
for Economic Development, a post he 
relinquished when he ran for the 
United States Senate in Washington. 
committee 


Headquarters for the 








‘LOANS TO 


HOSPITALS * CHURCHES * SCHOOLS 


COMMISSIONS TO CORRESPONDENTS 


are being set up in New York City. 
The group is to deal only with voters, 
not with prospective delegates. 


John E. Nelson has been elected a 
mortgage officer of the Marquette 
National Bank in Minneapolis. 
Henry Verdelin has been named sen- 
ior vice president of the San Fran- 
cisco Bank. Mr. Verdelin has been a 
vice-president of the Mutual Life 
Insurance Co. of New York since 
1940, and earlier was associated with 
the First National Bank of Minne- 
apolis. From 1942 to 1945 he served 
with the Army, leaving with the rank 
of Lieutenant-Colonel. In 1945, he 
returned to Mutual to head the com- 
pany’s organization and promotion of 
a national mortgage program. 


Chicago MBA has begun a series 
of educational meetings. 

Capitalizing on new trends in real 
estate covering purchase and lease 
deals, their relation to pension funds 
and competition with mortgages; fi- 
nancing of industrial real estate; and 
the changing concepts of real estate 
leases, were subjects of the first 
meeting. 

Norman Barnes, president of Nor- 
man Barnes & Co.; Douglas T. Wells, 
vice president and general manager 
of Clearing Industrial Districts, Inc., 
and John F. Hartray of Albert H. 
Wetten & Co. spoke. Gilbert H. 
Scribner, Jr. of Winston & Co. was 
moderator. 

Dr. Courtney C. Brown, economist 
and assistant to the chairman of 
Standard Oil Company of New Jer- 
sey, addressed the annual meeting of 
the New Jersey MBA and Elmer F. 
Fricek of the Federal Reserve Bank 
of Cleveland addressed members of 
the Columbus MBA on Regulation X. 

Thomas E. Lovejoy, Jr., president 
of Manhattan Life Insurance Com- 
pany, New York, has been elected 
a director of Lumber Mutual Casu- 
alty Insurance Company. 





















for themselves as a mortgage banker 
' ' - AND 
C. All members, prior to admission, B. C. ZIEG LER COMPANY 38 YEARS’ 
shall be approved by the member- WEST BEND, WISCONSIN EXPERIENCE 
1 Chicago Office: 39 South La Salle Street 

















ship committee and the MBA board 


: Address All inquiries te Our Home Office at West Bend, Wisconsin 
of governors. 





28 The Mortgage Banker for May, 1952 











TEXAS MBA SPONSORS A 
CLINIC ON SERVICING 


The servicing end of the mortgage 
business was brought out of the back- 
ground into the spotlight at a servic- 
ing clinic held by the Texas MBA 
at Dallas March 21. This meeting 
was attended by 140 men and women 
from the servicing departments of 
mortgage loan companies in Texas, 
Oklahoma, and and 
considered such a success that it is 
virtually assured of becoming an an- 


Louisiana was 


nual event. 


Questions on all phases of servicing 
activity had been gathered in ad- 


vance for submission to a_ panel 
headed by Thomas E. McDonald, 
MBA director of servicing and ac- 


counting. The answers given in many 
instances set off lively discussions in 
which the audicnce invited to 
take part. The portion of the pro- 
gram that dealt with collection work 
was highlighted by the appearance 
on the panel of the top servicing men 
from the local offices of VA, FHA 
and FNMA. 

The meeting was a full day’s affair 
and included a luncheon and a cock- 
tail party at the of the 
session. The entire day was planned 
with a view toward getting servicing 
servicing 
rather 


was 


conclusion 


men together to discuss 


problems as the main event 
than as preliminaries to other phases 
f the mortgage and the 
general idea of those in attendance 
was that it was most worth while to 
have this opportunity to hear how 
other companies were handling the 
various situations discussed. 


of business: 


Top photo shows the luncheon at 
the Clinic. Bottom photo, at the speak- 
ers’ table, left to right: Joel K. 
Walker, VA, Dallas; H. G. Chaffin, 
Flynn Investment Company, Har- 
lingen; William Hizar, Mortgage In- 
vestment Corporation, San Antonio; 
B. A. Dietrich, FNMA, Dallas; M. J. 
Mittenthal, N. E. Mittenthal & Son, 
Inc., Dallas; Alvin E. Soniat, J. E. 
Foster & Son, Inc., Fort Worth; 
Richard T. Carmody, FHA, Dallas; 
Ralph A. Gill, Mortgage Investment 
Company, El Paso; Donald Mc- 
Gregor, T. J. Bettes Company, Hous- 
ton; Louis LeMay, Jones-West Mort- 
gage Company, Dallas; M. J. Greene, 
Southern Trust and Mortgage Com- 
pany, Dallas; and Mrs. Gwen Hen- 
dricks, Hodell & Company, Dallas. 
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MBA Now Has Members in Every State as 
W ell as Canada, Mexico and Puerto Rico 


MBA is now represented by mem- 
bers in every state of the union, as 
well as in Canada, Puerto Rico and 
Mexico. This milestone was reached 
with the membership anplication of 
Fargo Investment Company of 
Fargo. North Dakota, the only state 
in which MBA had not been repre- 
sented, Tohn C. Hall. membership 
chairman announced. Fargo Invest- 
ment Company is the 1720th mem- 
ber of the Association. which means 
that another new high in member- 
ship has been reached. Membership 
now totals 1736. 

Fargo Investment Company was 
organized in 1944 and does about 
70 per cent of its business in city 
mortgages and 30 per cent in farm 
loans. The company is correspond- 


ent for National Life Insurance 
Company of Montpelier, Pioneer 


Mutual Life Insurance and Western 
States Life Insurance and the First 
National Bank and Trust Company 
of Fargo. Harry A. Schnell is presi- 


dent. The application originated 
through Norman H. Nelson, vice 


president of the Minnesota Mutual 
Life Insurance Company. 
Other MBA members admitted: 


ALABAMA — Birmingham: McConnell- 
White-Terry, Inc., 218 N. 21st Street, 


James H. Leslie, ITI. 


1952 


CALIFORNIA—Bakersfield: Kern Ac- 
ceptance Corporation, 1720 Chester Ave., 
Elmer A. Goertz, president; Fresno: Man- 
chester Mortgage Company, 1109 Belmont 
Ave., C. A. Bergfield, president. 

DISTRICT OF COLUMBIA — Wash- 
ington: George W. Gilligan, Inc., 1511 K 
Street, N.W., F. M. Case. 

GEORGIA—Dublin: Personal Loan & 
Investment Company, 114 Jackson Street, 
T. A. Curry, Jr. 

KANSAS—Topeka: The Prudential In- 
vestment Company, 518 National Bank of 
Topeka Bldg., C. L. Cooke, president. 

LOUISIANA—New Orleans: Louisiana 
Bond & Trust Company, New Orleans, 
Percy H. Sitges, president; Whitney Na- 


tional Bank of New Orleans, P.O. Box 

1260, H. A. Gamard, vice president. 
MINNESOTA Minneapolis: The 

Farmers & Mechanics Savings Bank of 


Minneapolis, 90 South 6th Street, R. L. 
Davidson. 

MISSOURI—St. Louis: Jefferson-Gra- 
vois Bank of St. Louis, 2604 S. Jefferson 
Ave., W. A. Martin, assistant vice presi- 
dent. 

NEW YORK—Buffalo: Liberty Bank 
of Buffalo, 424 Main Street, R. W. H. 
Campbell, vice president; Jamaica: J. Hal- 
perin & Company, 89-48 164th Street, 
John Halperin; New York: Lomas Realty 
Securities Corp., 50 Church Street, C. B. 
Marqusee. 

NORTH CAROLINA — Raleigh: Dur- 
ham Life Insurance Company, P.O. Box 
1801, A. M. Rice. 

NORTH DAKOTA—Fargo: Fargo In- 
vestment Company, 4 Roberts Street, 
H. A. Schnell, president. 

OHIO—Toledo: Louisville Title Insur- 
ance Company, 405 Spitzer Bldg., James 
P. O'Hara. 

PENNSYLVANIA Newton: Com- 
munity Funding Corporation of Pennsyl- 


(Continued on page 32) 
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The Farm Side of Mortgages 


Farm mortgage lending is still, as it always has been, a vigorous 
part of the business. MBA’s Farm Mortgage Committee is this year 
attempting to get some facts about the extent of investor interest 


HAT the American 
economy where the last big slump 
agriculture 


strength, 


section of 


in business was felt first 
is today a bulwark of 
seemingly ready for whatever kind of 
economic weather may be ahead. 
lhe facts to support this contention 
are available on every hand. For in- 
stance, take the current census bureau 
figures showing that of the nation’s 
9,400,000 farms, almost million 


are owner-operated. That ratio hasn't 


four 


been seen in this country since the 
1880's. During the depression of the 
early 1930's, almost half of our farms 


were operated by tenants. The farm- 
the land 
an amazing record 
in acquiring the 


plants to produce 


ers who farm have made 


their goods. 


Debt-wise, 


farmers are in 
about the same 
enviable position. 


Data for last year 
avail- 
1950 
the nation’s farm- 
ers had more than $2 in cash receipts 
from marketings alone for every dol- 
Cash receipts, of 


yet 





aren't 


able but in 


Roy C. Johnson 


they owned. 
course, are only a portion of the farm- 
actual Aggregate farm 
debts at the 1950 the 
equivalent of only 45 per cent of cash 
receipts from farm marketings during 


lar 
ers’ income. 


close of was 


the year. 

And as total 
farmers beat out every other class of 
people in boosting their incomes in 
recent years. Just published govern- 
ment figures show that between 1949 


far as income goes, 


and 1950 their incomes rose an aver- 
age of 40 per cent, which is a larger 
gain than any other group had. 

Just about any way it is analyzed, 
it appears to be a favorable picture. 
From a mortgage lender’s point of 
view, the outlook is equally impres- 
sive. It was also in this section of 
the mortgage industry where the last 
depression first took roots. A repeat 
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performance on anything like the pat- 
tern and scope of a generation ago 
seems out of the question, no matter 
how business goes in the immediate 
years ahead. 

In fact, there is, to some extent, a 
reviving interest in farm mortgages. 
True, not much concrete evidence to 
support this view can be cited but 
the impression that this is an accurate 
appraisal seems justified. 

It may surprise most mortgage men 
today to be told that the farm mort- 
gage side of the industry is now, as 
it always has been, an important and 
vigorous part of this business of lend- 
ing on real estate. This same impres- 
sion probably prevails among the ma- 
jority of members but every day there 
are MBA members scattered all over 
the country who are making farm 
mortgages and investors who are buy- 
ing them. The government isn’t the 
factor in the field that it used to be 
but it’s still a powerful influence. 


WBA Was Farm MBA 


Even more surprising to probably a 
majority of MBA members would be 
the fact that the organization to 
which they belong originally began 
as a farm mortgage bankers associa- 
tion. In fact, that was its name, the 
Farm Mortgage Bankers Association 
of America. In 1926 the name was 
changed to the Mortgage Bankers 
Association of America and from that 
time on the city mortgage man, with 
each passing year, became more and 
more dominant within the Associa- 
tion. Farm mortgage lending, based 
upon the totals of mortgage financing 
done by private enterprise, became 
smaller and smaller. Today it would 
never occur to anyone attending an 
MBA meeting that the organization 
was anything else but a group devoted 
to lending on urban real estate. Ac- 
tually, while city mortgage lending 
has replaced farm lending as the prin- 
cipal activity among private lenders 
in the past 30 years, the Association 
has never, in any year, failed to set 


The 


up a farm mortgage committee and 
never in any year has there been an 
absence of activity of this group. 
True, in some years it has been more 
than in others but never in any year 
has the farm field been ignored. Last 
large-scale Association effort was our 
attempt to see a more comprehensive 
FHA-insured mortgage system in the 
farm field. And about that time we 
also set up a Farm Seminar program 
at Purdue University. 

This Association year is being fea- 
tured by a revival of interest and ac- 
tivity such as has not been seen for 
some time. Roy C. Johnson, president 
of the Albright Title and Trust Com- 
pany of Newkirk, Okla. is chairman 
of this year’s committee and comes 
naturally by his own interest in farm 
mortgages because he and his father 

the late Roy S. Johnson who headed 
the Federal Land Bank of Wichita 
in his later life—were always inter- 
ested in the farm field. 

Soon after the start of the present 
Association year, Mr. Johnson mailed 
to MBA members a questionnaire 
which sought, for the first time in 
many years, to get some accurate in- 
formation of the extent of farm loan 
interest within the MBA membership. 
It asked, among other things, “do 
you negotiate, close and service farm 
mortgage loans?” Of 1,850 question- 
naires mailed, 936 were returned and 

this may be surprising—124 said 
that they did. Of a total membership 
of more than 1,700, that is a rather 
important number and, as such, con- 
stitutes no small group within the 
Association. It further asked for num- 
ber of loans serviced, dollar volume, 
loans closed in 1951 and for other 
information. Replies have been tabu- 
lated, and for those members who 
would like to examine the detailed 
results a copy may be had by writing 
the headquarters office. 

The questionnaire further asked “If 
additional outlets for farm mortgages 
were available, could you supply addi- 
tional paper to net 4 to 4% per 
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cent?” A surprising number said yes 
to that one indicating that there is an 
opportunity here. Response from the 
life insurance companies was favor- 
able. It established the fact that at 
least 23 of them are actively engaged 
in farm mortgage lending or are in- 
terested in developing it further. 

One thing the questionnaire failed 
to establish—and primarily because it 
was not asked specifically—was in 
what territory do our MBA members 
operate. For that the Farm 
Mortgage Committee has prepared a 
supplementary questionnaire in the 
form of a simple coupon appearing 
on this page. MBA members who are 
actively engaged in the negotiation 
and servicing of farm mortgage loans, 
or who expect to further develop this 
particular activity are urged to fill 
out the attached coupon indicating 
the territory in which they make 
such loans (see below). 

C. L. McDonald of Dallas is vice 
chairman of the committee and other 
members include Jack D. Merri- 
man, Kansas City; R. T. Tucker, Or- 
lando, Fla.; Jack W. Noel, Cham- 
paign, Ill.; Eliot O. Waples, Cedar 
Rapids, Ia.; Frederick P. Champ, Lo- 
gan, Utah; R. O. Deming, Jr., Os- 
wego, Kan.; A. L. Bartlett, Jr., St. 
Joseph, Mo.; Carl M. Adams, Des 
Moines; and Paul Mann, Wichita. 


reason 


Addressed to MBA Members Servicing and 
Negotiating Farm Mortgages 


Roy C. Johnson, Chairman 
Farm Mortgage Committee 


111 West Washington Street 
Chicago 2, Illinois 


in the following territories: 


Signed 


membership. 


Mortgage Bankers Association of America 


As a member of MBA, now servicing and negotiating farm loans, or 
with a future interest in this type of mortgage lending, we are interested 


Clip out and mail to Mr. Johnson at address shown. Objective in 
seeking the above information is to supplement that already supplied by 
the Farm Mortgage Questionnaire previously distributed to the MBA 


TAX BITE BIGGER THAN 
MOST PEOPLE REALIZE 


Hidden federal taxes are devouring 
much more of earnings than the in- 
come tax is, and total taxes—federal, 
state and local—take over 30 per cent 
of a $3,500 income and 77 per cent 
of incomes over $20,000, leaving the 
latter only 23 cents of each dollar 
earned, says the U.-S. Chamber. 

“Most people would be shocked if 
they knew the large percentage of 
their income taken away by today’s 
taxes. For example, how many $5,000 
to $7,500 a year people are aware of 
the fact that slightly over 35 per cent 
of their taken away by 
governmen 

As to hidden taxes, the Chamber 
said: “The corporation income tax 
imposes a heavy burden on everyone 
either in the form of higher prices 
or goods and services or in a reduc- 
tion in the income of stockholders. 
Myriads of excise taxes at both the 
federal and state levels are a heavy 
burden on the and middle in- 
come groups in particular. Most peo- 
ple are still blissfully unaware of the 
fact that large corporation taxes, ex- 
cise and sales taxes have been a major 
the high postwar cost of 


income is 


793 
t? 


low 


cause of 
living.” 


(Name) 


(Company) 


(City and State) 


i ' } 
FT — — <_<! su 


The Mortgage Banker for May, 1952 


The Chamber said that in addition 
to the $85.4 billion of federal spend- 
ing called for in the President’s fiscal 
1953 budget, state and local govern- 
ments plan to spend about $20 billion 
and it added: “Before anyone can 
make an informed decision on this 
issue they must know how much of 
their income is already paid in taxes.” 

“There will be much discussion 
pro and con, on the theme that the 
American people are better off than 
ever before, during this election year,” 
the publication said. “The record 
high burden of taxation borne by all 
the American people and the reasons 
for it are certain to weigh heavily in 
the balance.” 


QUARTER BILLION REAL 
ESTATE BY LIFE FIRMS 


ORE than a quarter of a billion 

dollars of real estate was ac- 
quired as an investment by the VU. S. 
life companies during 1951, largely 
as a result of the accelerated activity 
in commercial and industrial rental 
properties in the latter part of the 
year, the Institute of Life Insurance 
says. A large part of this new real 
estate investment was in facilities for 
defense industries. 

The year’s new investment totaled 
$274,000,000, of which $195,000,000 
was in commercial and _ industrial 
rental properties. Purchases in 1950 
had been $161,000,000. Total real 
estate holdings at the end of 1951 
were $1,617,000,000, of which $818,- 
000,000 was in commercial and in- 
dustrial rentals. Company-used real 
estate accounts for $382,000,000 of 
holdings and rental housing for $352,- 
000,000. 

Real estate acquisitions in 1951 and 
holdings at the end of the year are 
reported as follows: 

Acquired Holdings 


Dec. 12 Mos. Dec. 31 
(000,000 Omitted) 


i. MEET Te eee S ti. F&F 
Company Used ...... 12 42 382 
Rental Housing ...... 3 30 352 
Commercial Rental ... 42 195 818 
tee 2 7 41 

PURE ris ree $59 $274 $1,617 


Do you have a business contact you 
would like to have see THe Mort- 
GAGE BANKER regularly? Why not 
enter a subscription for him at $4 a 
year? 
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ADMITTED TO MBA 
(Continued from page 29) 
vania, 22 South State Street, John Hal- 
perin, president; Philadelphia: Central-Penn 
National Bank of Philadelphia, Broad & 

Walnut Streets, Frank J. Hagaman. 

SOUTH CAROLINA—Columbia: The 
Commercial Bank and Trust Company of 
South Carolina, P.O. Box 1344, Luther C. 
Howell, vice president. 

TEXAS—Beaumont: South Coast Life 
Insurance Company, P.O. Box 190, J. E. 
Callaway, assistant secretary: Corpus 
Christi: W. D. Miles Company, 307 Mes- 
quite Street, W. D. Miles; Pasadena: San 
Jacinto Title Guaranty Company, P.O 
Box 767, Claude H. Townsend, president. 

VIRGINIA—Arlington: G. Roger Har- 
vey Company, 2030 16th Street, N., 
G. Roger Harvey 


INSTALL NEW OFFICERS IN 
SOUTHERN CALIFORNIA 


R. C. Larson, executive vice presi- 
dent of C. A. Larson Investment 
Company, Beverly Hills, is the newly 
installed president of Southern Cali- 
fornia MBA. He succeeds George 
Gummerson, vice president, Title In- 
surance and Trust Company. Other 
new officers are Walter R. Clark. 
manager, Los Angeles district office, 
Pacific Mutual Life Insurance Com- 
pany, vice president, and Urban K. 
Wilde, manager, mortgage loan de- 
partment, Coldwell, Banker & Com- 
pany, secretary-treasurer. Directors 
include the officers and Morgan 
Adams, Jr., George Gummerson, J. R. 
Jones, Emmert H. Sink, Gordon Stim- 
son and G. M. Thomas. 





OBITUARY 


Fred W. Studier, 50, first vice 
president and treasurer of the Luth- 
eran Mutual Life, died on February 
28. 

Mr. Studier became associated with 
the company in 1932 in the invest- 
ment department. In 1937 he was 











appointed as secretary to the invest- 
ment board and was elected treasurer 
in 1939. He was named vice presi- 
dent and treasurer in 1945, and was 
elected to the board of directors in 
1946, being made first vice president 
and treasurer in 1949. 





PERSONNEL 


Unusual opportunity for mortgage man 
with Wisconsin firm. Some travel will be 
necessary. Write full particulars to Box 
245, Mortgage Bankers Association of 
America, 111 W. Washington St., Chi- 


cago 2, Ill. 
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Heres a Good Investment in Your 


-‘ BRANCH OFFICES 

- FIELD MEN 

- DEPARTMENT HEADS 
- ATTORNEYS 


‘Associate Membership in MBA. 
... Cost is Small, the Advantages Many 


An increasingly large number of MBA member firms have seen 
the advantage of placing their branch offices, field men, department 
heads and attorneys on the same basis as the head office so that 
they will receive the same services and the same publications. 
Those who have done so say it has paid dividends. 


One member says “Associate membership for branch offices is a 
‘must’ for every progressive mortgage originating office. For a 
very small additional fee, all branches may be listed as associate 
members and receive all bulletins and publications. Thus the 
branch office personnel are kept as fully and completely informed 
as the home office. 


“In the MBA Directory, branch offices are merely shown under one 
general listing and not at the various branch office locations—except 
when the branch is an associate member. To my positive knowl- 
edge, many investing institutions, having decided to go into a 
certain state, scan the MBA Directory to determine who they should 
contact. If your branch office is not listed in that immediate area, 
quite probably your organization may not be considered for a 
correspondency. 


“We are carrying our branch offices as associate members and have 
found the rather slight additional cost definitely worth-while in the 
operation of the business and in keeping branch office personnel 
posted as to technical changes coming out of Washington and other 
pertinent information.” 


Another wrote “I insist on attorneys who represent my company 
in loan closings receiving and reading all MBA Washington Letters 
and other releases. The information they receive from other sources 
is not as complete or as prompt and the interpretations by Sam Neel 
are accurate and helpful. Consequently, by using this information, 
my attorneys are able to protect our interests and advise us more 
completely on mortgage matters.” 


Wouldn't associate membership be a good investment for you? 
Write John C. Hall, Menbeship Chairman, or Secretary George 
H. Patterson at 111 West Washington Street, Chicago, for more 
information. 
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Will Your 
Go Through 


The Screen? 


y 


_— of mortgages, like every- 
thing else, changes. During the days of keen 
competition for mortgages, lenders were not 
so critical. You might say the screening was 
done with a coarse screen. 


Then mortgage money became relatively 
scarce. Some principals weren’t shaking the 
screen at all. They just shook their heads. 
Some are still watching and waiting. But 
there is a return of money to the market. 


After all, there is scarcely a better invest- 


Mortgage 


ae 





ment, from almost any standpoint, than the 
properly made, good quality home mortgage. 
But they are selective, quality minded inves- 
tors, and they are shaking a much finer 
screen now. So, the package has to be pretty 
attractive. 

That’s why it makes such good sense to 
insure the title. The small premium is paid 
only once. It should be part of the normal 
cost to the borrower. As you may already 
know, Title Insurance makes any loan a better 
loan, and more attractive to any principal. 


Title Insurance Company of Minnesota is prepared to take care of 
the title insurance needs of mortgage bankers generally throughout 
the Mississippi and Missouri river valleys and the Gulf and South 
Atlantic states. Policies are issued through branch offices, agents, 
or direct from the home office. The service is planned by mortgage 


bankers for mortgage bankers. 


Capital, Surplus and Reserves in excess of $2,500,000 





TITLE INSURANCE COMPANY OF MINNESOTA 
125 South Fifth Street * Lincoln 8733 


Minneapolis 2, Minnesota 





TITLE INSURANCE 


For the Real Estate Owner 
and Mortgage Banker 


A Policy of Title Insurance, in addition to its pro- 


tection against title losses, facilitates the sale and 


transfer of Real Estate and Real Estate Mortgages. 


The Company is Licensed in the Following States: 


Alabama Mississippi 
Arkansas Missouri 
Colorado Montana 
Delaware Nebraska 
Florida Tennessee 
Georgia Texas 
Indiana Utah 
Kansas Wisconsin 


Louisiana Wyoming 





and in the 
Territory of Alaska 


Issuing Agents in most principal cities—Escrow Services 
Furnished by our Home Office and by all Issuing Agents. 


KANSAS CITY TITLE INSURANCE COMPANY 


Capital, Surplus and Reserves over $2,700,000.00 
Title Bldg., 112 East 10th St. Kansas City 6, Mo. HArrison 5040 





